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Foreword
This report is the first in a new three-year program of research by the Productivity
Commission designed to provide comparable information on the financial
performance of government trading enterprises (GTEs). It continues previous work
by the Commission and an earlier series of broader ‘Red Book’ reports, under the
auspices of the Steering Committee on National Performance Monitoring of
Government Trading Enterprises, between 1991 and 1997.
The Commission has given a priority to its ongoing research into the performance
of economic infrastructure industries and the impact of microeconomic reforms. It
complements other Commission work, including benchmarking studies and reviews
of price and service quality.
Our research reveals that in 2001-02, over half of the monitored GTEs earned a
return on assets that is below the risk-free return from long-term Commonwealth
bonds. An even greater number failed to earn a commercial rate of return. Further,
profitability in some sectors continued to deteriorate in 2001-02.
In the current three-year program, the Commission has commenced an examination
of the external governance arrangements for GTEs. When the work is completed, it
will provide a basis for reviewing whether governance arrangements can be
improved and to explore the appropriateness of alternative arrangements. This first
report provides contextual information on aspects of governance that affect GTE
performance.
Research for the study was undertaken in the Economic Infrastructure Branch under
the guidance of Commissioner Michael Woods. State and Territory governments
cooperated by furnishing data collected for the Australian Bureau of Statistics
Government Finance Statistics collection, and by assisting the Commission with its
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•   Government trading enterprises (GTEs) have an important place in the Australian
economy. In 2001-02, the 84 GTEs monitored in this report controlled assets valued
at more than $162  billion and generated $55  billion in revenue, in key areas of
infrastructure — including electricity, water, urban transport, railways, ports and
forests.
•   Despite the intent of governments to operate GTEs on a commercial basis, over
60  per  cent of monitored GTEs earned less than the long-term bond rate in
2001-02. An even greater number of GTEs failed to earn a commercial rate of
return, which includes a margin for risk.
•   While profitability in the electricity, rail and water sectors remained relatively
unchanged in 2001-02, that of the ports and urban transport sectors was
significantly lower than in the previous year.
•   The profitability of half of the GTEs that have been monitored since 1997-98,
deteriorated in this time, particularly GTEs in the ports, urban transport and railways
sectors.
•   The overall level of debt among the GTEs monitored since 1997-98, has increased
in real terms by around 35  per  cent. Of these GTEs, Telstra and GTEs in the
electricity sector reporting the most significant increases in debt.
•   Institutional and governance arrangements, which are outside the control of
management, can affect the financial performance of GTEs. Performance can be
affected by: the price determinations of regulators; the level of payments by
governments for the provision of non-commercial services; and the importance
governments place on achieving commercial returns, relative to the achievement of
non-commercial objectives.
•   The corporatisation frameworks adopted by Australian governments differ in the
degree in which they emulate the private sector and in the autonomy they give to
boards. The accountability of GTE boards is diminished when objectives are not
well defined and performance targets are not readily quantified.INTRODUCTION 1
1 Introduction
Financial performance monitoring of government trading enterprises (GTEs) forms
part of the Productivity Commission’s research into the performance of Australian
industries and the progress of microeconomic reform. Performance monitoring
increases transparency and hence, accountability. It also facilitates ‘yardstick’
competition — based on a comparable set of performance indicators — which is
particularly important in industries where businesses do not face vigorous
competition.
The information presented in this report is suitable for making a general assessment
of financial performance within and across sectors. It does not provide information
suitable for a detailed analysis of the performance of individual GTEs — a thorough
examination of their financial statements is required for that purpose.
The information can also be used to gauge the effectiveness of reforms aimed at
giving the boards and management of GTEs clear financial objectives, emulating
financial market disciplines and ensuring competitive neutrality.
1.1 Background
In 2002 the Productivity Commission completed a 3-year program of research that
monitored the financial performance of GTEs. The program was a continuation of
work undertaken by the Commission’s predecessor — the Industry Commission —
for the Council of Australian Governments.
The recently completed program reported on the financial performance of around
60  GTEs for the period 1994-95 to 2000-01.1 The Commission also examined
issues affecting the comparability of performance measures and GTE reforms
including:
•   the disclosure of ‘abnormal’ and ‘significant’ items and their association with
restructuring;
•   the nature of dividend policies;
                                             
1 Three reports were published under the program — covering the periods 1994-95 to 1998-99;
1995-96 to 1999-00; and 1996-97 to 2000-01.2 FINANCIAL
PERFORMANCE
MONITORING
•   asset valuation and its effect on performance indicators;
•   debt management and guarantee fee policies; and
•   community service obligation policies and practices.
The Commission reviewed its ongoing involvement in this area in late 2002 and
surveyed State and Territory Treasury officials on the usefulness of the research.
A subsequent proposal by the Commission to the Treasuries to continue
performance monitoring was generally supported, as was a new 3-year program of
work on external governance arrangements (see section 1.3). This report is the first
in the new series.
1.2 Scope
GTEs are government-owned or government-controlled entities that are mainly
engaged in the production of goods and services, with the requirement to
substantially or fully cover their costs. They are commonly referred to as:
•   GBEs (government business enterprises);
•   GOCs (government-owned corporations);
•   PTEs (public trading enterprises);
•   Public Corporations;
•   SOCs (State-owned corporations);
•   SOEs (State-owned enterprises); or
•   TOCs (Territory-owned corporations).
These terms are often used interchangeably. However, in some cases, the terms
have specific local relevance. For example, the term GBE, when used in Tasmania,
refers to specific entities in schedule 1 of the Government Business Enterprises
Act 1995 (Tas), including Forestry Tasmania and the Hydro-Electric Corporation.2
This report contains a consistent set of financial performance indicators for 84 such
entities — referred to generically as GTEs — for the period 1997-98 to 2001-02. By
the end of 2001-02, the GTEs monitored in this report (listed in appendix  A),
generated almost $55  billion in revenue and controlled assets valued at almost
$162  billion. In aggregate, they account for around 85  per  cent of the revenue
generated by government-owned businesses in Australia (ABS 2002b).
                                             
2 The other monitored Tasmanian GTEs — Aurora Energy, Transend, Metro and the port GTEs
— are not directly covered by the Government Business Enterprises Act 1995 (Tas).INTRODUCTION 3
The monitored GTEs undertake a range of activities across six main sectors —
electricity; water, sewerage, drainage and irrigation (hereafter referred to as
‘water’); urban transport; railways; ports; and forestry. Three Commonwealth GTEs
that do not fit within these sectors — Australia Post, Airservices Australia and
Telstra — are grouped together.
The size of the GTEs varies substantially across and within sectors (see figures 1.1
and 1.2). In 2001-02, the smallest in terms of asset value was the Dampier Port
Authority ($22 million) and the largest was Telstra ($38 billion).3 Telstra accounted
for around 23 per cent of the total assets of all monitored GTEs and the largest six
GTEs accounted for around 50 per cent of total assets.
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Note Three Commonwealth GTEs that do not fit within these six sectors — Australia Post (assets $3.2 billion),
Airservices Australia ($585 million) and Telstra ($38 billion) — are grouped together and are excluded from
this figure.
Source: Productivity Commission estimates.6 FINANCIAL
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The GTEs monitored represent the majority, but not all, of the GTEs currently
operating in their respective sectors. GTEs that are much smaller in terms of assets
and revenues, relative to the other GTEs in a given sector, and GTEs that ceased
operating prior to 2001-02, are not included.
GTEs that operated over part of the reporting period (but not in 2001-02) have not
been included despite being monitored in the previous year’s publication (see
PC  2002a). These GTEs have generally been privatised or had their assets and
operations transferred to other GTEs or new entities.4
State and Territory Treasuries were given the opportunity to nominate additional
GTEs for inclusion. An additional 26  GTEs in the electricity (1), water (9),
railways (2), ports (8) and forestry (6) sectors have been included for the first time
in this report, with their financial performance reported for 2001-02 only. At the end
of 2001-02, the combined assets of these additional GTEs were valued at about
$15  billion. The new GTEs in the electricity, water and ports sectors provide a
wider geographic coverage for each sector.
The inclusion of forestry GTEs expands the coverage of the report to include a
sector of the economy that contributes around 0.5  per cent of Australia’s gross
domestic product (CCNCO 2001). In 2001-02, the six monitored forestry GTEs had
a combined asset value of more than $5.5 billion. Forestry GTEs have undergone
significant restructuring that generally aimed to increase their commercial focus. In
some jurisdictions, forestry GTEs operate under the same framework as applies to
GTEs in other sectors.
1.3 External governance
Over the next three years the Commission will also be examining issues relating to
external governance — the authority and systems utilised by ministers and
government agencies that have responsibility for the control and supervision of
public organisations (OECD 2002). This is distinct from internal governance, which
covers the systems of direction and control within an organisation, which are the
responsibility of the governing body and senior management of the organisation.
                                             
4 Recently privatised GTEs include the National Rail Corporation (2002), Freight Rail
Corporation (2002) and the Ports Corporation of South Australia (2002). In 2001-02,
restructuring in the NSW electricity sector resulted in the merger of three GTEs —
NorthPower, Advance Energy and Great Southern Energy — to form Country Energy.INTRODUCTION 7
External governance issues were identified in a previous report as a possible factor
affecting the slow progress in achieving governmental reform objectives
(PC 2002a).
The primary focus in this first year is on describing GTE external governance
arrangements as outlined in legislation and addressed in practice. Specifically,
objectives and goal setting, and governing body responsibilities to responsible
ministers and the authority devolved to them, have been examined.
The second year’s report will focus on accountability and include external auditing
and monitoring of financial performance; reporting; and performance measurement.
In the third year, the Commission will examine the implications of external
governance arrangements for competitive neutrality and the implications of price
regulation for governance.
The Commission will hold a workshop in late 2003 on external governance
arrangements applying to GTEs. It will provide an opportunity to discuss the
lessons from governance reforms and the appropriateness of alternative governance
arrangements. The workshop will also assist the Commission in focusing its
ongoing governance research.
1.4 Report structure
Following this chapter is a sector-level overview of the financial performance of
GTEs over time. A summary of the data and financial performance indicators used
in the report is presented in chapter 3. The remainder of the report is then divided
into two parts.
Part A sets out the nature of corporatisation reforms and a summary of external
governance arrangements for GTEs. The development of objectives and
performance targets by GTEs for approval by responsible ministers and the role and
authority of GTE boards are then described in more detail.
In part  B, GTE performance reports are presented on a sector basis, with
commentary on the influence of structural reforms and the market environment on
performance. The Commonwealth Government GTEs that do not have peers in
other jurisdictions are reported separately. State and Territory Treasuries were given




2 Financial performance overview
The financial performance of 84  government trading enterprises (GTEs) for
1997-98 to 2001-02 is reported in part B of this report. Their financial performance
was examined using a consistent set of financial indicators and ratios which cover
the GTEs’ operating performance, financial management and transactions with
government.
In this chapter, an overview of GTE performance is presented at an industry sector
level. Information on the data and measures used in assessing performance — both
at a sector level and for individual GTEs — is presented in chapter 3.
2.1 Profitability
Profitability reflects a company’s capacity to generate earnings (profits) from the
capital invested in its activities. Increases in the retained profits (or surpluses) add
value to shareholders’ equity in that company. If equity holders (the community) are
to obtain a full financial return on their investment in GTEs, profits have to be
sufficient to generate a return similar to that available from alternative investments,
having regard for differences in the level of risk.
In this report, the profitability measures include; the level of operating profit; the
return on assets (and equity); and the cost recovery ratio. For more information on
these and other performance indicators used throughout the report, see chapter 3.
A full financial return would be the risk-free return on capital plus an amount
reflecting the non-diversifiable market risk inherent in the investment. The 10-year
Commonwealth Government bond rate is widely used as the risk-free return
benchmark.
The average rate of return on 10  year Commonwealth Government bonds in
2001-02 was 5.9 per cent (RBA 2003).1 In 2001-02, only 36 per cent of monitored
GTEs were earning nominal pre-tax returns above this level. In comparison, around
                                             
1 Based on the average daily rate over the 12 months to June 2002. The rate is usually based on
the average bond rate over a specified period rather than an ‘on the day’ rate in order to
minimise short-term volatility.10 FINANCIAL
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56 per cent of GTEs monitored in 1997-98 achieved a return equal to the long-term
bond rate in that year (5.6 per cent).
Given the non-diversifiable risk inherent in any business activity, it is reasonable to
expect that almost all GTEs should be generating returns above this rate, assuming
they are efficient and can fully recover their costs, including the cost of capital.2
In 2001-02, although the overall financial performance of the electricity, rail and
water sectors was relatively stable, the results for the ports and urban transport
sectors were significantly lower overall than the previous year (see table 2.1).
Profitability among GTEs varied considerably within each sector, especially in the
ports sector (see  table  2.1 and figure  2.1). The significant variation around the
averages in these two sectors is likely to be due in part to the inclusion of a number
of additional GTEs in this year’s analysis.
Table 2.1 Selected profitability measures — by sector, 2001-02
Sector Cost recovery Return on assets Return on equity
per cent per cent per cent
Electricity 121.4 (23.5) 6.4 (5.9) 5.6 (17.0)
Water 159.1 (42.5) 4.7 (4.6) 3.0 (5.1)
Urban transport 94.7 (3.5) 0.0 (1.9) -2.3 (8.0)
Railways 96.4 (29.7) 3.6 (3.7) 2.8 (16.3)
Ports 131.0 (36.0) 4.7 (12.6) 2.3 (43.3)
Forestry 147.3 (53.3) 4.7 (3.6) 4.5 (3.9)
Note Indicators are the sector-wide weighted means. Standard deviations are shown in brackets. The large
standard deviations recorded for indicators in some sectors may reflect the influence of GTE restructuring or
other factors, such as asset revaluations.
Source: Productivity Commission estimates.
                                             
2 Typical values estimated by regulators as an approximate overall rate of return (including an
allowance for non-diversifiable risk) are significantly higher than the risk-free rate. For
example, regulators accepted a nominal post-tax return of between 10.5  per  cent and
13.5 per cent for electricity distributors in NSW over the period February 2000 to June 2004
(IPART 1999a) and nominal pre-tax returns of between 8.2 per cent and 10.8 per cent for the

































Note  The dot represents the weighted mean value and the ‘whiskers’ represent the range of values, in
2001-02, for a given performance indicator by sector. For example, the minimum cost recovery ratio in the
electricity sector was 90.4 per cent, and the maximum value was 182.6 per cent. The weighted mean cost
recovery ratio was 121.4 per cent. a The minimum return on assets for the ports sector was –52.0. b The
minimum return on equity for the ports sector was –198.6.





The financial performance of GTEs — relative to their performance in previous
periods and relative to the performance of other GTEs operating in different parts of
the economy — will be affected by cyclical variations in market conditions. Such
changes in conditions can include variations in the demand for a GTE’s goods and
services and changes to its costs of production.
Differences in the emphasis that governments place on non-commercial objectives
should be considered when comparing the performance of GTEs across sectors and
over time. The existence of non-financial objectives will affect the financial
performance of a GTE if governments do not adequately fund non-commercial
activities they direct the GTE to undertake through community service obligation
(CSO) payments. In such cases financial performance will suffer — especially in
sectors where CSO payments contribute a significant proportion of total revenue.
The GTEs monitored in this report generally operate in regulated industries, where
prices are largely determined by independent price regulators or require ministerial
approval. The influence of regulators’ decisions on revenues means that their
decisions can affect the profitability of GTEs. For example, a poor operating result
may reflect regulated prices being set too low, rather than indicate poor
management on the part of the GTE.
The valuation of GTE assets affects financial performance in several different ways.
If a regulator, when determining the prices a GTE can charge for their services,
assigns a different value to their assets than the value carried on the GTE’s balance
sheet, financial performance will be affected. The Commission has also found, in
some cases, differences between the asset valuation implicit in the regulators final
price determination and the regulator’s stated asset valuation (PC 2002a).
The periodic revaluation of assets can have a significant impact on the operating
results of GTEs. For example, forestry GTEs are affected annually by revaluations
of growing timber assets, the effect of which is written directly in to the statement
of financial performance.
Changes in GTE performance 1997-98 to 2001-02
In 2001-02, the set of monitored GTEs changed significantly, with the addition of
several GTEs, mainly in the ports, water and forestry sectors (see chapter 1). These
changes make it difficult to compare the performance of current GTEs as a whole




Changes in the performance of 52  GTEs that were monitored over the entire
five-year period since 1997-98 were examined. Profitability improved in the water
sector, remained stable in the electricity sector, and declined in the urban transport,
railways and ports sectors.
Although the overall performance of the electricity sector has not improved during
the reporting period, it had the strongest returns of all the monitored GTE sectors.
The weighted average return on assets in 2001-02 for the entire set of electricity
GTEs was 6.4  per  cent (see table  2.1), and for the sub-set of electricity GTEs
monitored over the entire reporting period, it was 6.6  per  cent, a fall of around
one percentage point on 1997-98.
Many of the GTEs that are not producing a commercial rate of return showed no
signs of improvement, in this respect, over the reporting period. Of the 52 GTEs
monitored since 1997-98, only 14 have exceeded the risk-free rate of return in each
year.
Almost half (24) of the GTEs monitored over the entire five-year period reported
levels of cost recovery, returns on assets and returns on equity that were all lower in
2001-02 than in 1997-98.
The results do not necessarily infer that GTEs are performing worse than private-
sector companies operating in similar areas. A recent survey by the ABS suggests
that on average, monitored GTEs in the electricity and water sectors out performed
their private sector counterparts over the monitoring period (ABS 2002a).3
Some GTEs are not meeting their recurrent costs and are consequently earning
negative returns on assets and equity — notably in the urban transport and rail
sectors (see chapters  9  and  10). In 2001-02, 17  per  cent of the monitored GTEs
reported a pre-tax operating loss, a slightly higher proportion than that observed in
previous years.
2.2 Financial  management
In this report, the financial management indicators reported include the absolute
debt levels, the ratio of debt to assets (and debt to equity) as well as the current ratio
                                             
3 The ABS’ Business Operations and Industry Performance survey covers the period 1995-96 to
2000-01. GTE performance was compared, over the period 1997-98 to 2000-01, to the average
return on assets and return on equity in the ‘electricity, gas and water supply sector’. However,
significant differences in the valuation of assets and other accounting items limits the value that
can be placed on such comparisons.14 FINANCIAL
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and level of interest cover. For more information on these and other performance
indicators used throughout the report, see chapter 3.
The average debt level of the GTEs monitored since 1997-98, increased by
35  per  cent in real terms over this five-year period. However, despite debt
increasing overall half (26) of the GTEs monitored since 1997-98 decreased their
real levels of debt over this period.
The overall decline in debt levels since 1997-98 is attributable to a number of
factors, including debt reduction programs, debt for equity swaps with shareholder
governments, reduced capital expenditure and the privatisation of parts of GTEs’
businesses.
In 2001-02, 13 GTEs — mainly in the ports, water and forestry sectors — operated
debt free.
In 2001-02, 39 per cent of the monitored GTEs had an interest cover of less than
two times, compared to 33 per cent in 2000-01. Around 20 per cent of monitored
GTEs had an interest cover of less than zero, indicating that funds other than current
operating earnings are required to meet financial commitments.
Table 2.2 Selected financial management performance measures — by
sector, 2001-02
Sector Debt to equity Current ratio Interest cover
per cent per cent Times per cent
Electricity 90.1 (60.5) 77.8 (43.2) 2.5 (8.3)
Water 19.7 (27.2) 67.3 (231.6) 4.4 (287.5)
Urban transport 37.2 (46.0) 46.7 (43.3) 0.0 (1.6)
Railways 61.0 (206.3) 88.0 (48.3) 1.9 (2.3)
Ports 29.9 (49.2) 136.8 (223.0) 2.7 (5.3)
Forestry 6.4 (12.4) 152.2 (111.3) 16.7 (13.0)
Note Indicators are the sector-wide weighted means. Standard deviations are shown in brackets. The large
standard deviations recorded for indicators in some sectors may reflect the influence of abnormal items or
other factors, such as asset revaluations.




Figure 2.2 Selected financial management indicators — by sector, 2001-02
Debt to equity
(per cent)

























Note  The dot represents the weighted mean value and the ‘whiskers’ represent the range of values, in
2001-02, for a given performance indicator by sector. For example, the minimum debt to equity ratio achieved
in the electricity sector was 2.7  per  cent, while the maximum value was 199.5  per  cent. The mean was
90.1 per cent. a The maximum debt to equity ratio for the rail sector was 481.7 per cent.  b The maximum
current ratio for the water sector was 1021 per cent.  c The maximum current ratio for the ports sector was
784.5 per cent.  d The minimum interest cover for the water sector was 1214 times.








In 1995, the Council of Australian Governments endorsed the corporatisation of
GTEs, as part of a range of broader reforms under the Competition Principles
Agreement. As part of the Agreement, governments introduced tax-equivalent
payments and debt guarantee fees — for all significant government trading
enterprises where the benefits outweighed the costs.
In this report, the Commission has examined the tax-equivalent payments, dividend
payments and CSO payments of GTEs. For more information, see chapter 3.
Tax equivalent payments
Under a tax-equivalent payment regime, GTEs are required to pay tax on their
operating profit at the same company tax rate as private businesses. If a GTE is not
subject to a tax-equivalent regime, it potentially possesses a significant advantage
over its competitors. All other things being equal, a GTE can earn the same after-tax
commercial rate of return as its competitors at lower prices if it does not pay tax.
The income tax expense incurred is reported. However, the adoption of tax-effect
accounting may result in the income tax expense for any year differing from the
actual amount paid to the owner-government for that year because of timing
differences.4
From June 2001, 74 of the 84 GTEs monitored became subject to the National Tax
Equivalent Regime (NTER). The NTER unifies the tax equivalent arrangements of
government-owned entities that were previously subject to the tax-equivalent
regimes of their respective owner governments.
The primary objective of the NTER is to promote competitive neutrality, through a
uniform application of income tax laws, between the NTER entities and their privately
held counterparts (ATO 2001).
Several GTEs reported significant changes to their tax-equivalent payments in
2001-02 after adopting the NTER. For example, the Hydro Electric Corporation
                                             
4 Tax-effect accounting in accordance with AASB 1020 Accounting for Income Tax leads to
differences in how tax applies to income and the timing of tax payments. Permanent differences
between taxable income and accounting income arise when disparities between tax law and
accounting standards occur. For example, depreciation on buildings is charged as an expense
under accounting profit but may not be allowable as a tax deduction in the calculation of
taxable income. Timing differences may arise, for example, because of different depreciation




reported a $57.7  million increase in future tax benefits relating to the entity’s
superannuation provisions.
In 2001-02, the 84  monitored GTEs paid over $3.2  billion in tax-equivalent
payments to governments, of which Telstra contributed 55 per cent. The remaining
GTEs each paid an average of around $16.9  million. Total and average
tax-equivalent payments were lower than the previous year. In part, this outcome
reflects the inclusion of several GTEs that are not required to, or did not, make
tax-equivalent payments in 2001-02.
Debt guarantee fees
Debt guarantee fees are payments to government to ensure competitive neutrality by
requiring GTEs to face the same cost of capital as private businesses. They
represent the margin between the cost of capital to governments and the market
costs faced by equivalent commercial entities. The payments impose financial
management disciplines as managers are made aware of the real risk premium of the
capital used in their activities.
In 2001-02, the debt guarantee fees paid by 39  monitored GTEs (for which
information was available) added an average of 62 basis points to their effective
interest rate.
Dividend payment policies
Dividend payment policies represent a return on the funds invested in GTEs. The
policies are designed to bring GTEs into line with private sector businesses that
typically distribute a proportion of their profits to shareholders.
In 2001-02, 58 GTEs made dividend payments to their owner governments. The
level of dividends paid or provided for was $5.5  billion, a rise of $843 million
compared to 2000-01. Telstra contributed $2.8  billion or 51  per  cent of total
dividends in 2001-02.
Excluding Telstra, an average of $47 million was paid, or provided for, by the GTEs
that made dividend payments. The average dividend of GTEs other than Telstra was
$54 million in 200-01.
The average dividend to equity ratio (among those GTEs that paid dividends) was
5  percent in 2001-02, down from 7  per  cent in 2000-01. The average dividend
payout ratio (among those GTEs that paid dividends) decreased from 87 per cent in
2000-01 to 77 per cent in 2001-02.18 FINANCIAL
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Several GTEs reported dividend payout ratios of over 100 per cent. This indicates
that dividends paid or provided for exceeded operating profit in that year.
Some GTEs made dividend payments after reporting operating losses, resulting in
negative dividend payout ratios. This may be due to GTEs being required by their
owner governments to make pre-determined special dividends of a given amount
regardless of after tax operating profits.
Dividend payments have increased overall since 1997-98, although this has been
primarily driven by an increase in Telstra’s dividend payments since the beginning
of the reporting period. The proportion of GTEs not paying, or providing for, a
dividend has risen from around one in four in 1997-98, to almost one in three in
2001-02.
Community service obligations
GTEs often provide economic and social benefits to the community over and above
the direct benefits of their goods and services paid for by consumers. For example,
urban public transport GTEs provide explicit community benefits such as greater
mobility and access for disadvantaged groups, as well as other positive externalities
such as reduced motor vehicle pollution and urban road congestion.
Historically, governments have recognised these benefits through the funding of
operating deficits of the relevant GTEs. However, current government policy is to
make on-budget payments directly to the GTEs for the provision of certain CSOs,
such as pensioner concession fares. This is consistent with National Competition
Policy.
In 2001-02, governments paid monitored GTEs around $2.6  billion in CSO
payments.5 Rail GTEs received around 58 per cent of CSO funding, with GTEs in
the water sector receiving 16 per cent and the electricity sector 15 per cent.
As a percentage of the sector’s total revenue, urban transport received the largest
amount of CSO funding at 37 per cent.
                                             
5 This includes all CSO payments disclosed by GTEs. In some instances, GTEs did not disclose




3 Interpretation of performance
measures
The assessment of the financial performance of government trading enterprises
(GTEs) monitored in this report is based on performance indicators derived from a
data set that is broadly consistent over time and across jurisdictions. The data
sources, the construction of the performance indicators and particular issues
relevant to the interpretation of the results are discussed in this chapter.
3.1 Data
The data used in calculating the financial performance indicators for 1997-98 to
2001-02 were taken from two sources: the Government Finance Statistics (GFS)
collection — data collected by State and Territory Treasuries for the Australian
Bureau of Statistics (ABS); and the General Purpose Financial Report (GPFR) data
extracted from audited GTE financial statements.
The GFS framework uses concepts and classifications developed by the ABS in the
preparation of public finance reports. The framework is based on international
standards developed by the International Monetary Fund and the United Nations.
The GFS framework is generally adopted for budget reporting by Australian
governments and is used by the Australian Loan Council. The concepts used are
consistent with those underlying the national accounts.
Governments also report financial information under the GPFR framework, based
on accounting standards. Australian Accounting Standards are developed by the
Australian Accounting Standards Board (AASB) and are based on generally
accepted accounting principles. The primary purpose of the GPFR framework is
financial analysis.
Differences between GFS and GPFR
Financial reports under the GFS and GPFR frameworks are similar in appearance,
with minor measurement, labelling and presentation differences. However, there is a20 FINANCIAL
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number of differences in the treatment of transactions that GTEs undertake on a
regular basis (see table 3.1). Other less common differences arise from the treatment
of gains and losses on foreign exchange; swaps and derivatives; and superannuation
expenses.
As a result of these differences, care is required when comparing the financial
indicators in this publication with those obtained from GTE financial statements.




Treated as revaluations and as such
are excluded from the net operating
balance.
Can be treated as revenue and
expenses and may therefore be
included in the net operating balance.
Distributions to
owners
Distributions to owners in the form of
dividends are treated as operating
expenses.
Distributions are disclosed after
operating results and therefore do not
form part of the operating statement.
Prior-period
adjustments
Operating results reflect only items
that represent revenue and expense
transactions relevant to the current
period.
Operating results may include
prior-period adjustments.
Source: SA Treasury (2001).
Gains and losses
The differing treatment of gains and losses on assets may generate inconsistencies
in areas such as the profit (or loss) on the sale of assets, and revenues (or expenses)
from asset revaluations. These differences can affect the reported operating profit.
For example, under the GFS framework, revaluations are recorded directly in equity
and have no influence on operating profit. In contrast, under the GPFR framework,
changes in asset valuations may be recorded in the statement of financial
performance.1
Differences in the approach to the timing of asset valuation also have the potential
to generate inconsistencies. Revaluation of non-current assets prior to disposal is
not required under the GPFR framework, whereas under the GFS framework it is.
Consequently, the GPFR operating statements may contain gains or losses incurred
in the disposal of the asset that are not recorded under the GFS framework.
                                                     
1 Under accounting standards, any increase in the value of assets must be recorded in an asset
revaluation reserve. The exception is any increase that reverses a downward revaluation
previously recognised as an expense in the statement of financial performance, which must be
recognised as revenue. A downward revaluation must be recognised as an expense. The
exception is any decrement that reverses a previous revaluation increment, which must be
recorded in an asset revaluation reserve.PERFORMANCE
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These discrepancies between the GFS and the GPFR treatment of asset revaluations
at disposal are not expected to affect indicators substantively. The majority of GTEs
value their non-current assets using current valuation methodologies, ensuring
minimal gains or losses on disposal.
Distributions to owners
Distributions to owners in the form of dividends and income tax-equivalent
payments are regarded as operating expenses under the GFS framework. These
amounts can be separately identified and excluded from expenses.
Prior-period adjustments
Under the GFS framework, operating results reflect only items that represent
revenue and expense transactions relevant to the current period, whereas operating
results in the GPFR may include prior-period adjustments.2 The AASB has outlined
when such differences are most likely to occur (see box 3.1).
Box 3.1 GFS differences resulting from prior-period adjustments
Revision of estimates — Unlike GPFR, estimates of GFS data may be adjusted in the
future. With GFS, adjustments may be made to prior-period operating results as a
consequence of a revision to estimates.
Correction of errors — In GPFR, any error made in a prior-period is corrected in the
period in which the error is discovered. With GFS, prior-periods are revised to take
account of errors made in the relevant period.
Voluntary changes in accounting policy — In GPFR, the effects of any voluntary
change in accounting policy are calculated on the basis that the new policy has always
been in place. Any effects are recognised as revenues or expenses in the reporting
period in which the change is made. With GFS, prior-period operating results are
revised to take account of the effect of changes in the relevant period.
Change in accounting policy due to the adoption of an accounting standard — In
GPFR, the adoption of accounting standards requires that a retrospective adjustment
be made at the beginning of the reporting period in which the standard is first applied.
With GFS, the effects of adopting a new accounting policy result in revisions to
prior-period operating results.
Source: Material provided by the AASB.
                                                     
2  Under the GFS framework, prior-period items arising in the current period are allocated to the
relevant prior-period. Under Australian accounting standards, prior-period items arising in the
current period are allocated to the current period.22 FINANCIAL
PERFORMANCE
MONITORING
Effect of differences between GFS and GPFR
In almost all cases, the operating results obtained using the GFS framework match,
or are almost identical to, the GPFR framework, once adjustments were made to the
GFS for tax-equivalent and dividend payments.
In a small number of cases there may be significant differences caused by the
treatment of a gain or loss made on asset sales (see table  3.2). For example, in
2001-02, TransAdelaide reported an operating loss of about $12 million under the
GPFR framework. Under the GFS framework, there was an operating profit of
about $3.4 million.
Table 3.2 GFS and GPFR reconciliation — TransAdelaide and SA Water,
2001-02
TransAdelaide SA Water
Units GFS GPFR GFS GPFR
GFS and GPFR comparison
Revenue ($’000) 103 742 103 742 628 955 639 848
Expenses ($’000) 100 378 115 785 611 923 416 508
Operating result ($’000) 3 364 -12 043 17 032 223 340
Adjustment to GFS expense:
Deduct tax-equivalent expense ($’000) -3 711 61 161
Deduct dividend payments ($’000) 353 137 175
Adjusted GFS expense ($’000) 103 736 413 587
Adjusted operating result (pre-tax) ($’000) 6 215 368
Return on assets (per cent)a (per cent) 1.1 -0.7 4.9 5.0
GFS and GPFR reconciliation
Add net gain on disposal of assets to
revenue
($’000) 8 169
Add loss on asset sales to expenses ($’000) 12 095 -
Add provision for doubtful debts to
expenses
($’000) -45 24
Add amortisation of licenses to
expenses
($’000) - 173
Adjusted operating result (pre-tax) ($’000) -12 044 223 340
a Return on assets is the ratio of earnings before interest and tax (EBIT) to average total assets. EBIT is
calculated by subtracting total expenses from total revenue and adding back gross interest expense. Average
total assets is the average of the values of assets at the beginning and end of each financial year.




Data presented in this report is based on nominal values — amounts denominated in
terms of values at a particular point in time using ‘dollars of the day’. Where
changes in ‘real’ values are reported, nominal values were adjusted to their values
in 2001-02 using price changes relating to capital investment by government
businesses.3 However, there are alternative measures of price change that can be
used which may result in different ‘real’ values (see table 3.3).
Table 3.3 Selected deflators, 1997-98 to 2001-02














1997-98 0.992 0.913 0.912 0.878 0.885
1998-99 1.015 0.940 0.915 0.893 0.896
1999-00 1.032 0.946 0.934 0.914 0.917
2000-01 1.001 0.979 0.978 0.971 0.972
2001-02 1.000 1.000 1.000 1.000 1.000
Source: ABS (2003a; 2003b).
Real values were obtained by dividing nominal values for each year by the relevant
deflator. For example, the nominal revenue in 1997-98 for the Hunter Water
Corporation’s revenue of $147.6 million is divided by 0.992 (Gross fixed capital
formation — public corporations) to obtain a real value of $148.8 million. The real
value using the Consumer Price Index-All Groups (Australia) deflator would be
$166.8 million.
3.2 Performance indicators
The performance of GTEs is reported using a consistent set of financial
performance indicators. These indicators are presented under three broad headings
— profitability, financial management and transactions with government.
The indicators provide an overall picture of how a GTE is performing over time and
relative to other GTEs. Generally, it is appropriate to make comparisons across
GTEs in the same sector in Australia.
                                                     
3 The deflator used was the implicit price deflator for gross fixed capital formation — public
corporations (ABS 2003c).24 FINANCIAL
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In some cases, intra-sectoral comparisons need to take into account the broad range
of activities undertaken within a sector. For example, in the electricity sector,
Western Power (WA) and the Power and Water Authority (NT) are vertically
integrated — undertaking generation, transmission, distribution and retail activities.
In contrast, other GTEs in the electricity sector generally specialise in one or two of
these activities.
Comparisons with privately-owned businesses operating in similar sectors in
Australia and overseas may also provide useful information to evaluate the
performance of GTEs. However, care is required because of differences in
accounting standards, including those relating to asset valuation.
Profitability
Profitability indicators provide a concise and consistent way of presenting financial
information. In the absence of stock market valuations, they are an important guide
to the performance of a GTE.4 Profitability indicators provide governments and the
community with a means of evaluating the efficiency with which GTEs are using
the assets vested in them.
Profitability can be affected by factors largely outside the control of GTEs. For
example, the weather impacts on the revenue of many GTEs in the water sector.
This can significantly affect profitability from year-to-year, particularly given that
many GTEs have relatively high fixed costs.
Listed below are the five profitability indicators used in this report. Also included is
an explanation of what they represent and how they are interpreted. For derivations
of these indicators, see attachment A.
Operating profit before tax — is an indicator of the operational performance of an
entity, before income tax is paid. It measures the difference between total revenue
and total expenses (excluding income tax).
Operating sales margin — is an indicator of the surplus (not including interest and
income tax) earned on sales revenue. It measures trends in operating revenues and
expenses that are independent of changes in capital structure and tax regimes.
                                                     
4 If a company is listed on the stock exchange, the market assessment of the value of its equity
will generally be expressed through the price of its shares. Hence, expected returns are
capitalised into the value of the company through movements in its share price, consistent with
the cost of capital. At any particular time, the price of a company’s shares encapsulates
investors’ views of its current and prospective financial performance.PERFORMANCE
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Cost recovery — is an indicator of the ability of an entity to generate adequate
revenue to meet operating expenses. Investment income, receipts from government
to cover operating deficits, and gross interest expense are excluded. A cost recovery
ratio of 100 per cent indicates that a GTE is able to meet its operating expenses
from its operating revenue, excluding the cost of servicing debt.5
Return on assets — is an indicator of the rate of return earned from all assets. The
ratio provides a measure of the efficiency with which an entity uses the assets
vested in it to produce operating profit before tax and interest. It is a useful indicator
for comparing the profitability of GTEs and businesses in similar industries against
a benchmark rate of return equal to the risk-adjusted weighted average cost of
capital.
The return on assets is affected by changes in asset values arising from asset
revaluations, transfers or sales. Some GTEs use different asset valuation
methodologies, depending on the type of assets. Reported asset values may vary
significantly for a given GTE over time, which reduces comparability. If assets are
overvalued, GTEs will not appear to earn sufficient returns. Further, inappropriate
asset valuations have implications for the efficiency of prices   because it is
unlikely that they will reflect the actual cost of capital and depreciation.
Return on equity — is an indicator of the rate of return that an entity is providing to
shareholders. The ratio allows the rate of return achieved by a GTE to be contrasted
with that expected from alternative investments with a similar level of risk.
Financial management
Debt is a major source of funds from which GTEs finance their activities. At the
end of 2001-02, the accumulated borrowings of monitored GTEs were around
$47 billion. The capital structure of a GTE is partly determined by the financial risk
associated with the use of debt finance. This risk stems from the commitment to pay
interest and repay principal, irrespective of earnings. For example, a decline in
operating revenue or an increase in the cost of servicing debt can result in liquidity
problems if a GTE’s debt is not well managed.
                                                     
5 From 1997-98 to 1999-00, ‘abnormal’ revenues and expenses were also excluded from the cost
recovery ratio. In 2000-01, the concept of ‘abnormal items’ under accounting standards was
replaced by the narrower concept ‘significant items’. Significant items were not excluded from
the cost recovery ratio in 2000-01 because it was apparent that GTEs treated ‘abnormal’ and
‘significant’ items differently (see PC 2002a).26 FINANCIAL
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Financial management indicators provide information on the extent debt is used to
finance a GTE’s assets, and the GTE’s ability to meet periodical interest payments
and short-term liabilities. There are various factors — including the impact of
government directives, changes in asset values and financial restructuring — that
have to be taken into account when assessing financial management performance,
particularly over time.
Listed below are the five financial management indicators used in this report. Also
included is an explanation of what they represent and how they are interpreted. For
derivations of the indicators, see attachment A.
Debt to total assets ratio — is an indicator of the proportion of assets that are
financed with borrowed capital. It gives an indication of the level of
creditor-interest in the GTE.
Debt to equity ratio — is an indicator of the risk of the entity’s capital structure in
terms of the amount of capital sourced from borrowing and the amount from
shareholders (governments in the case of GTEs). The greater the debt to equity
ratio, the more geared the GTE.
Total liabilities to equity ratio — is an indicator of the exposure to claims over the
assets of the GTE by creditors, in the event that the business ceases operations. An
acceptable level for these debt ratios is likely to vary over time and between
industries.
Current ratio — is an indicator of an entity’s ability to meet short-term liabilities by
realising short-term assets. A current ratio greater than 100 per cent indicates that
current assets exceed current liabilities and, if realised, their disposal would meet
short-term obligations. An acceptable level for the current ratio will be related to the
stability of cash flows.
Interest cover  — is an indicator of an entity’s ability to meet periodic interest
payments from current profit (before interest expense). The level of interest cover
gives an indication of how much room there is for interest payments to be
maintained in the face of interest rate increases or reduced profitability.
Apart from the effect of changes in the value of assets, financial management ratios
are also affected by changes in liabilities. The debt to equity ratio is affected, as
equity is a residual measure obtained by deducting total liabilities from total assets.
Any change in the level of liabilities affects the level of equity. For example, an
adjustment to provisions for employee entitlements would, if it leads to an increase
in total liabilities, decrease equity (and vice versa), other things being equal.PERFORMANCE
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The debt to equity and debt to total assets ratios are also affected by financial
restructuring. Debt for equity swaps, debt transfers to governments, retirement of
debt and debt revaluations will influence these ratios either directly through their
impact on debt levels or indirectly through their impact on the value of equity.
Transactions with government
Transactions with government cover tax-equivalent and dividend payments made by
GTEs to governments, and payments from governments to GTEs for community
service obligations (CSOs).
Listed below are the five indicators used in this report to measure transactions with
government. Also included is an explanation of what they represent and how they
are interpreted. For derivations of the indicators, see attachment A.
Dividends — are the value of funds transferred from the present and past after-tax
profits of an entity to its owners. Dividends are reported when an adjustment is
made to retained earnings (equity) in the statement of financial position (previously
the balance sheet).
In some cases, governments have made changes to the capital structure of a GTE by
requiring the payment of ‘special’ dividends.
Dividend payout ratio — is an indicator of the relative size of an entity’s dividend
payments to its profitability. It gives an indication of the share of after-tax profits
that are returned to shareholders. The greater the dividend payout ratio, the higher
the share of after-tax profit that is returned to shareholders. A ratio greater than
100 per cent indicates that an entity has paid a dividend that exceeds its current
after-tax profits.
Dividend to equity ratio — is an indicator of the relative size an entity’s dividend
payments to shareholders equity. A low dividend to equity ratio may indicate that
profits are being retained by the entity to fund capital expenditure.
In some cases, comparisons of dividend ratios have to be interpreted with caution.
The timing of dividend payments, declarations of dividends by boards, and
ministerial approval or directions to pay dividends (see chapter 6) can result in
instances where dividends reported for a financial year relate to operating results in
previous years. Several different approaches are typically used by GTEs:
•   Dividends for a financial year are provided for and paid before the end of the
financial year (for example, SA Water);28 FINANCIAL
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•   Dividends for a financial year are paid as an interim dividend and a final
dividend. The final dividend is provided for in the accounts and paid in the
subsequent year (for example, City West Water);6
•   Dividends for a financial year are paid in a subsequent year, despite not being
provided or underprovided for in the previous year (for example, Cairns Port
Authority in 2001-02);
•   Dividends are provided for but not paid in the subsequent year (for example, the
Bunbury Port Authority provided for a dividend of $951 000 in 1999-00 but paid
only $634 000, due to the early application of a dividend policy. The difference,
$317 000, was deducted from the dividend provided for in 2000-01); and
•   Dividends for a financial year are recommended by the board, but not provided
for in financial statements (for example, Burnie Port Corporation in 2001-02).
Across all jurisdictions, dividends for a financial year were not adjusted or
re-allocated to previous years to take account of changes in practices or policies.
However, a note is included that provides guidance as to how an adjustment can be
made and its effect on dividend ratios.
Changes in policies and practices by GTEs and governments over the reporting
period can sometimes make comparisons difficult. For example, Victorian GTEs
typically paid an interim and final dividend relating to each financial year. The
interim dividend was paid during the year and the final dividend was recorded as a
provision (liability) at the end of the year.
In 2000-01, following a change in accounting policy, Victorian GTEs did not
provide for the final dividend because they had not yet been approved by the
Treasurer. Therefore, only the interim dividend was included by these GTEs in
2000-01. In 2001-02, the reported dividends for Victorian GTEs included the final
dividend that was approved by the Treasurer relating to 2000-01 and the interim
dividend for 2001-02.
Income tax expense — is the value of tax-equivalent payments made to government
by a GTE. Trends in the value of tax-equivalent payments do not always follow
trends in pre-tax operating profit  because of past tax losses, changes in tax rates,
and timing and other differences between accounting and taxable income.
CSO funding — is the value of payments by government to GTEs for the specific
non-commercial activities that they are directed by governments to undertake. CSO
payments are reported only when separately disclosed in financial statements.
                                                     
6 Creating a provision for a specific final dividend does not necessarily imply that the amount
will eventually be paid.PERFORMANCE
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Attachment 3A — Definitions of financial performance
indicators
Table 3A.1 Published financial performance indicators
Code Ratio Definition
B.01 Operating sales margin
B.17 / (B.14 - B.33) income   investment   -   revenue   Total
income   investment   - EBIT
B.02 Cost recovery ratio
B.24 / B.36 operations   from   Expenses
operations   from   Revenue
B.03 Return on assets
B.16 / B.19 assets   total   Average
(EBIT)   abnormals   after   and tax    &   interest   before   Earnings
B.04 Return on equity
(B.15 - B.31) / B.34 equity   total    Average
tax   income   after   profit   Operating
B.05 Debt to equity
B.27 / B.26 equity   Total
Debt
B.06 Debt to total assets
B.27 / B.19 assets    total   Average
Debt
B.07 Total liabilities to equity
B.22 / B.26 equity   Total  
s liabilitie   Total
B.08 Interest cover




B.21 / B.23 s liabilitie    Current
assets    Current
B.10 Leverage ratio
B.13 / B.26 equity   Total
assets   Total
B.11 Dividend to equity ratio
B.18 / B.34 equity   total   Average
for   provided   or   paid   Dividends
B.12 Dividend payout ratio
B.18 / (B.15 - B.31) tax   after   profit   Operating
for   provided   or   paid   Dividends30 FINANCIAL
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Table 3A.2 Non-published financial performance indicators ($’000)
Code Ratio GFS code Definition
B.13 Total Assets ETF 81 The service potential or future economic benefits,
controlled by the entity as a result of past transactions
or other events (measured at the end of the reporting
period).
B.14 Total Revenue ETF 11 Includes revenue from sales and levies, revenue from
asset sales, investment income, receipts from
governments for specific agreed services (eg
community service obligations), other revenue from
operations, receipts from governments to cover deficits
on operations and abnormal revenue. Excludes equity
contributions from governments.
GFS has a separate group for abnormals and

















Operating profit before income tax plus gross interest
expense less investment income.
B.18 Dividends paid
or provided for
The amount included in the profit and loss statement
for dividends. Includes normal and special dividends




Average of the value of assets at the beginning and
end of the reporting period.
B.21 Current assets Not
classifieda
Cash and other assets that would, in the ordinary
course of operations, be available for conversion into
cash within 12 months after the end of the reporting
period.
B.22 Total liabilities ETF 82 The future sacrifice of service potential or future
economic benefits that the entity is obliged to make to
other entities as a result of past transactions or other
events (measured as at the end of the reporting
period). Includes provisions for employee entitlements,
creditors, deferred revenue, all repayable borrowings
and interest bearing non- repayable borrowings.
B.23 Current liabilities Not
classifieda
Liabilities that would, in the ordinary course of
operations, be due and payable within 12 months after
the end of the reporting period.





Code Ratio GFS code Definition
B.24 Revenue from
operations
B.14 - B.29 -
B.33 - B.35
Total revenue less abnormal revenue, investment
income and receipts from governments to cover
deficits on operations.
B.25 Total Expenses ETF 12 Includes salaries and wages, purchases, interest, bad
and doubtful debts, material losses from the sale of
non-current assets, charges for depreciation,
amortisation or diminution in the value of assets and
abnormal expenses.
GFS has a separate group for abnormals and




Total assets less total liabilities.
B.27 Debt Includes all repayable borrowings (both interest
bearing and non-interest bearing), interest bearing
non-repayable borrowings, and finance leases.
Excludes creditors and provisions (but not offsetting
assets such as contributions to sinking funds).
B.28 Gross interest
expense
ETF 1262 Amount charged to the profit and loss account.
Includes finance charges on finance leases and all
debt related financial expenses.
B.29 Abnormal
revenue
Revenues included in operating profit (or loss) after
income tax, which are considered abnormal by reason
of their size and effect on the operating result.
Abnormal revenue differs from extraordinary revenue
in that extraordinary revenue is attributable to events
or transactions of a type that are outside the ordinary




Same as description for B.29, except for expenses.
B.31 Income tax ETF 1264 Income tax expense, or income tax-equivalent
expense, on operating profit before tax (including






Income received and receivable on financial assets.
B.34 Average total
equity






Receipts from Government to cover deficits on
operations, but excludes receipts from governments




B.25 - B.30 - B.28




4  Corporatisation framework
Existing external governance arrangements of government trading enterprises
(GTEs) are largely the result of reforms undertaken by Australian governments over
the last 15  years. These reforms, which led to the commercialisation and
corporatisation of GTEs, were aimed at improving performance and increasing their
exposure to competition.
The corporatisation models adopted by governments differ across jurisdictions. The
differences relate primarily to the extent that external governance arrangements
emulate the private sector and the degree of autonomy given to governing boards.
4.1 GTE reforms
In Australia, particularly in recent years, governments have created and owned
GTEs for the delivery of many basic goods and services. These GTEs have also
been required to deliver a range of economic and social objectives, including
regional development, employment, government procurement and income
redistribution. More recently, market failures by the private sector in the provision
of goods and services with a significant ‘public good’ element have been cited by
some as justification for government ownership.
In the early 1970s, a number of economic infrastructure services were provided
through administrative departments or statutory authorities. For example, the
Queensland Department of Harbours and Marine was responsible for port facilities
at the Port of Brisbane and other Queensland ports until 1976.1
Managers of administrative departments and statutory authorities had limited
autonomy in decision making. Ministers were involved in key operational decisions
such as conditions of employment, investment, pricing and the purchase of material
inputs. Moreover, controls were imposed by governments on capital expenditure to
                                             
1 The Brisbane Port Authority was established under the Port of Brisbane Authority Act 1976
(Qld). In May 1994, the board voted to change the name of the Authority to the ‘Port of
Brisbane Corporation’, to reflect its incorporation under the Government Owned Corporations
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facilitate the achievement of broader fiscal objectives such as the level of
borrowings (IAC 1989).
Ministerial involvement affected governance because managers faced numerous,
poorly defined and often conflicting objectives. For example, in relation to rail
services, the NSW Commission of Audit (1998) found:
In many instances, Ministerial direction or intervention has not only weakened
management responsibility and accountability, but has directly impaired the [rail
GTE’s] ability to operate on a commercial and cost effective basis, with the result being
poor financial and operational performance.
In the late 1980s, the parlous performance of administrative departments and
statutory authorities providing infrastructure services was regarded as a major
impediment to economic growth. There were concerns about the quality of goods
and services, the impact of high prices on the competitiveness of Australian
businesses, and the high indebtedness of governments (Morton 1998).
Australian governments responded to these concerns by commercialising and
corporatising many infrastructure service providers. These entities were collectively
described as GTEs.
Commercialisation involved emulating private sector principles and practices.
Services were rationalised by shedding non-core activities (including regulatory
functions) and increased emphasis was placed on cost recovery. The main elements
of the commercialisation process included:
•   untying clients;
•   pricing at efficient market rates;
•   setting performance targets in terms of acceptable rates of return;
•   dividends and tax-equivalent payments;
•   recognising Government Servicing Obligations; and
•   giving management more autonomy and at the same time making them more
accountable for performance (Queensland Treasury 1994).2
Commercialisation did not necessarily involve making a change to an organisation’s
corporate structure or status.
In some cases, commercialisation was seen as a preliminary step to subsequent
corporatisation. For example, Sunwater was corporatised in 2000, after previously
                                             
2 ‘Untying clients’ included removing any requirements for a GTE to give priority to purchasing
goods and services by virtue of its previous association with customers, and the market testing
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FRAMEWORK
37
operating as State Water Projects — a commercialised business unit established in
July 1997 within the Queensland Department of Natural Resources.
Several monitored GTEs still have characteristics of a commercialised entity. They
remain clearly under ministerial control and explicitly operate in accordance within
the whole-of-government policy framework. For example, ACT Forests is not a
separate corporate entity, but a branch of the Operations Group of the ACT
Department of Urban Services. Its board has an advisory rather governing role.
4.2 Corporatisation
For most GTEs, governments have used corporatisation as a means of improving
the governance arrangements of GTEs whilst retaining public ownership.
Corporatisation involved transforming the structure and organisation of government
departments and statutory authorities to resemble those of private sector companies.
In the process of corporatisation, GTEs were established as separate corporate
entities and made subject to laws that emulated those applying to private sector
businesses.
It is difficult to determine the boundary between commercialisation and
corporatisation. For example, State Forests is incorporated under the Forestry Act
1916 (NSW) and has a board. However, the board’s main role is to ‘advise the
Minister on State Forest’s strategic direction and to assist the Chief Executive
through support and guidance’ (State Forests 2002).
In some cases, corporatisation was used as a transition path to facilitate privatisation
(see box 4.1). For example, the sales of electricity assets in Victoria and SA were
preceded by corporatisation reforms. However, the vast majority of corporatised
GTEs have remained in public ownership.38 FINANCIAL
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Box 4.1 Privatising GTEs
Privatisation is the sale and transfer of public assets to the private sector.
Governments in many countries have progressively sold GTEs and their assets to the
private sector across a range of industries including banking, mining, transport and
communications.
GTEs monitored by the Commission that were subsequently privatised included:
•   New South Wales — Freight Rail Corporation (2001-02);
•   Victoria — Powercor (1995-96), Yallourn Energy (1995-96), Transmission Pipelines
Australia (1998-99), Port of Geelong (1995-96);
•   Queensland — Gladstone power station (1993-94);
•   South Australia — Sagasco (1992-93), ETSA Power and Power Utilities (1999-00),
SA Ports Corporation (2001-02);
•   Western Australia — Dampier–Bunbury natural gas pipeline (1997-98), AlintaGas
(1999-00); and
•   Commonwealth — Moomba–Sydney Gas Pipeline (1993-94), various airports
(1997-98 to 2001-02), National Rail Corporation (2001-02).
The net benefits of privatisation are difficult to quantify. Walker and Walker (2000) have
argued that the privatisation of some assets has resulted in an inadequate sale price,
no improvement in productivity, or an ineffective transfer of risk.
The perceived benefits to governments and to the public from some privatisations
included the retirement of debt, productivity gains from the introduction of private sector
management and disciplines, and a reduction in risks (Marsden 1988).
Corporatisation reforms
New South Wales was the first Australian jurisdiction to implement a
corporatisation framework in 1989, following on from similar reforms undertaken
in New Zealand in the mid-1980s. Introducing the legislation, the then NSW
Premier stated that:
The main purpose of this bill is to establish a framework for the corporatisation of
selected government business enterprises. Corporatisation is a strategy aimed at
improving the level of efficiency and accountability in government business enterprises
for the benefit of consumers and taxpayers … (Greiner 1989).CORPORATISATION
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Almost universally, policy and regulatory functions were transferred from GTEs to
other government agencies to reduce potential conflicts between these functions and
commercial objectives. For example, the policy, regulatory and service delivery
activities of the Water Authority of Western Australia were split into three new
organisations in 1996 — the Water and Rivers Commission, the Office of Water
Regulation and Water Corporation.
Corporatisation was endorsed as part of a range of broader reforms carried out by
Australian governments in 1995 with the signing of the Competition Principles
Agreement. Under the Agreement, governments would adopt a corporatisation
framework — including tax-equivalent payments and debt guarantee fees — for
significant government business enterprises where the benefits outweighed the costs
(NCC 1998).
Characteristics of corporatised GTEs
The adoption of a range of legislative models and approaches to corporatise GTEs
has resulted in differences in the extent to which the governance arrangements of
the private sector are emulated.
The use of different corporatisation models has also resulted in different ‘shades’ of
corporatisation. The spectrum of corporatisation models range from excluding the
application of most private sector arrangements and operating with limited
autonomy, to more closely emulating private sector arrangements and operating
with a higher degree of autonomy.
In some cases, corporatised GTEs have moved within the corporatisation spectrum.
For example, Metro Tasmania operated under the Government Business Enterprises
Act 1995 (Tas) prior to being registered under the general corporations law in 1998.
In contrast, the Sydney Water Corporation and Hunter Water Corporation were
subject to general corporations law until amendments to the State Owned
Corporations Act 1989 (NSW) in 1995 reduced the application of general
corporations law and the autonomy of their boards.
Private sector arrangements are emulated closely by establishing GTEs as
companies and registering them under the Corporations Act 2001 (Cth). This
method — sometimes referred to as the ‘company’ approach — was used for
around 15 per cent of the monitored GTEs.40 FINANCIAL
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Alternatively, GTEs are established as corporations under a jurisdiction-specific
corporatisation Act.3 This approach is sometimes referred to as the ‘statutory’
approach. Around 80 per cent of monitored GTEs were corporatised in this way.
There are some important differences between the legislative models adopted in
each jurisdiction — including the extent to which they are modelled on, or include
provisions of, the Corporations Act 2001 (Cth).
There are some key areas in which governance arrangements for corporatised GTEs
do not emulate private sector arrangements, including government ownership and
the non-tradeable nature of the public’s equity in a GTE. The inability to withdraw
equity from a corporatised GTE dilutes an important discipline on managers to run a
company efficiently — the threat of takeover.
Another key area of difference is the additional governance layer of responsible
minister(s) representing the interests of the community. Ministers are responsible
for setting the strategic direction of corporatised GTEs and the oversight of boards
in meeting performance targets. Ministers bring to this task their understanding of
the broader community interest, a whole-of-government perspective and the policy
platform of their own political party (see chapter 6).
Where the ‘company’ approach to corporatisation is adopted, GTE board members
and senior executives are subject in all respects to the common law concepts of
fiduciary relationships and tortious liability (negligence) as codified in the
Corporations Act 2001 (Cth).4 These impose a number of duties including a duty on
board members to act in the interests of the enterprise and a duty to exercise
reasonable care and skill.
Although most corporatisation Acts usually incorporate these common law
concepts, differences arise because specific aspects of common law or the
Corporations Act 2001 (Cth) are included or excluded.5 For example, board
members of Western Power and the Water Corporation are subject to the fiduciary
                                             
3 The term ‘corporatisation Act’ generally refers to jurisdiction-specific legislation that outlines
the governance framework for corporatised GTEs. In some cases, it also refers to legislation
that establishes a GTE as a corporation or statutory authority, where this legislation includes
parts of the corporatisation framework. For example, electricity GTEs in NSW are established
as corporations under the Energy Services Corporations Act 1995 (NSW). However, most of
the external governance framework is included in the State Owned Corporations Act 1989
(NSW).
4 Board members have a fiduciary relationship to the company since they are appointed to act for
the benefit, or in the interests of, the company in circumstances where their appointment carries
powers that can be exercised to affect the interests of the company (Doyle and Möller 1999).
5 These common law concepts still apply to GTE board members, except to the extent that they
are codified or overridden by corporatisation Acts.CORPORATISATION
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duties under the Corporations Act 2001 (Cth). However, these duties can only be
enforced by the responsible Minister (Water Corporation Act 1995 (WA),
Division 2,  Schedule 2;  Electricity Corporation Act 1994 (WA), Division  2,
Schedule 2).
Despite differences between corporatisation models and methods, there are some
key characteristics that are shared by most corporatised GTEs (see box 4.2).
Box 4.2 Characteristics of a corporatised GTE
The key characteristics of a corporatised GTE are:
•   The GTE is not part of a government department but is established as a separate
legal entity.
•   Ownership is non-contestable — the government retains ownership (or part
ownership) of the GTE on behalf of the public. Members of the public cannot
transfer or sell their ownership interest in the GTE.
•   The GTE is expected to pay the same taxes and meet the same regulatory
obligations as would a similar private sector entity.
•   The corporatised GTE has no regulatory functions — these are transferred to a
separate agency or government department. Most policy functions are similarly
moved, so that the GTE can remain commercially focused.
•   A board is established, with the intention that members are appointed because of
their expertise and ability to contribute to the GTE’s overall corporate goals, rather
than being representatives of particular constituent interest groups.
•   The board is given commercial objectives in its establishing legislation, with the
intention of removing ambiguities associated with the pursuit of multiple and
sometimes conflicting objectives.
•   Government specifies the community service obligations (CSOs) it expects the GTE
to meet and ideally, for the purposes of transparency, provides the GTE with
separate budget funding to satisfy the specified CSOs.
•   The board normally prepares corporate plans for approval by the responsible
minister(s) — these specify financial and non-financial targets by which the
performance of the board’s management of the GTE can be judged.
•   The responsible minister(s) exercises broad strategic control over the GTE, but the
board is presumed to be autonomous and accountable for its day-to-day operations.
•   The board is accountable to Parliament through its responsible minister(s).
•   The establishing legislation may provide for directions by responsible minister(s) to
a GTE’s board to be in writing and tabled in Parliament.
Source: PC (1998).42 FINANCIAL
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One key similarity of corporatisation Acts is the establishment of processes
covering corporate planning, monitoring and reporting. A planning and
accountability document often required to be produced by corporatised GTEs is the
statement of corporate intent (SCI) (see box 4.3).
Box 4.3 Statement of corporate intent
A GTE’s board is generally required to prepare a draft statement of corporate intent
(SCI) that is submitted to the responsible minister(s) for approval prior to the
commencement of the period to which it relates. The responsible minister(s) negotiate
with the board over the SCI’s contents — although in most cases the responsible
minister(s) have powers to direct the board to modify the draft SCI.
A statement of corporate intent may otherwise be known as a ‘performance statement’,
‘statement of financial framework’ or ‘statement of intent’.
The SCI is generally required to contain specific information, including objectives.
Guidance for these objectives is typically based on overarching principles set out in
corporatisation Acts (see chapter 6). The SCI also normally contains information on a
GTE’s main undertakings, nature and scope of activities, accounting policies to be
followed, the type of information to be supplied to the responsible minister(s) during the
course of a year and other matters agreed on with the responsible minister(s).
Although the SCI is partly an outcome of the corporate planning process and often has
links to broader strategic or corporate plans, it is also a key accountability document.
Corporatisation Acts typically require boards to operate in accordance with the SCI.
The SCI also typically includes performance targets — in the form of indicators — that
may be used by the responsible minister(s) and the public to assess the board’s
performance.
Corporatisation Acts usually establish the board’s relationship with the responsible
minister(s).6 In this report, the term ‘responsible minister’ is generally used to refer
broadly to any minister who has responsibilities for the operations or activities of a
GTE. The responsible minister(s) are those with powers to direct a GTE’s board to
carry out activities or functions, and those that have responsibility for the
administration of corporate planning processes or reporting.
In some jurisdictions, GTEs have up to three responsible ministers. They are
sometimes referred to as ‘shareholding ministers’ or ‘voting shareholders’ —
reflecting that they generally have a formal role as the holder of shares issued by the
GTE on behalf of the public. In some jurisdictions, the term ‘portfolio minister’ is
also used.
                                             
6 Five monitored GTEs do not have a board. For these GTEs, the CEO normally has the
responsibility for the GTE’s activities. The CEO is also accountable to the responsible
minister(s) for the GTE’s performance.CORPORATISATION
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There are differences in the roles of the responsible minister(s) between the
corporatisation Acts applying to individual GTEs (see table 4.1). In some cases,
roles are shared between responsible ministers.
Table 4.1 Role of responsible ministers — selected corporatised GTEs













Sydney Water Corporation (NSW)a
Treasurer ✓✓✘ b ✓✓
Special Minister of State ✓ ✘ ✘ b ✓✓
Portfolio minister ✓✓✘ b ✓ ✘
State Transit Authority (NSW)
Treasurer ✘✘✘ b ✘ ✓
Portfolio minister ✓✓✘ b ✓ ✘
State Forests (NSW)
Treasurer ✘✘ ✘ ✘ ✓
Portfolio minister ✓✓ ✓ ✓ ✘
Victorian Channels Authority (Vic)
Treasurer ✓✓✘ c ✘ d ✘
Portfolio minister ✓✓✘ c ✘ d ✓
Coliban Water (Vic)
Treasurer ✓ ✘ ✓ ✘✘
Portfolio minister ✓✓ ✓ ✓ ✓
Hydro-Electric Corporation (Tas)
Treasurer ✓✓✘ e ✘✘
Portfolio minister ✓✓✘ e ✓✓
Darwin Port Corporation (NT)
Treasurer ✘✘ ✘ ✘ ✘
Portfolio minister ✓✓ ✓ ✓ ✓
Note A responsible minister is any minister that has powers to direct a GTE’s board to carry out activities or
functions, and those who have responsibility administering the corporate planning processes or reporting.
a For the Sydney Water Corporation, there are three responsible ministers. Under the Sydney Water Act 1994
(NSW), the portfolio minister cannot be a ‘voting shareholder’ and his or her role is restricted to giving
directions. b Water and urban transport charges are set by an independent regulator — the NSW Independent
Pricing and Regulatory Tribunal. c Charges are set by an independent regulator — the Essential Services
Commission.  d  Board members are appointed by the Governor-in-Council. e  Charges are set by an
independent regulator — the Office of the Tasmanian Energy Regulator.
Sources: Selected corporatisation Acts.44 FINANCIAL
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It is a requirement of some corporatisation Acts that a governing board is comprised
of members with a range of specialist business and other skills rather than being
drawn from sections of the community that have a specific interest in the GTE’s
activities or operations. For example, under the Government Owned Corporations
Act 1993 (Qld), board appointments must ‘have regard to the person’s ability to
make a contribution to the [GTE’s] commercial performance and, if the [GTE] has a
statement of corporate intent, the implementation of the statement’ (s. 96).
Some corporatisation Acts require that a board member is appointed representing a
specific interest. For example, under the Ports Corporatisation and Waterways
Management Act 1995 (NSW), one board member is to elected by staff members
(s. 18).
Corporatisation Acts typically define the roles and responsibilities of the GTE’s
board and CEO. However, a difference of detail is that for around 50 per cent of
monitored GTEs, the CEO is a board member, or is eligible to be a board member.
Under most corporatisation Acts, accountability for the CEO’s performance rests
with the board. The board, in turn, is accountable to the responsible minister(s) for
its performance. For example, under the Government Owned Corporations Act
(NT), the board is ‘accountable to the [responsible minister] for the financial
performance of the corporation’ (s. 15).
4.3 Corporatisation frameworks
Corporatisation Acts are part of the framework that establishes the external
governance arrangements for corporatised GTEs — covering the authority and
systems utilised by ministers and government agencies that have responsibility for
the control and supervision of public organisations (see chapter 1).
The history of GTE corporatisation in each of the jurisdictions is presented in this
section. Also included is information on how the legislative framework of
corporatisation Acts interacts with other policies and processes applying to GTEs.
Some of the key external governance differences within each jurisdiction are
identified. Key differences between the corporatisation Acts across jurisdictions in
relation to the responsibility and authority of governing boards, and the setting of
objectives, are examined in chapters 5 and 6.
In general, terms that are common across jurisdictions are used. Terms that are
specific to a particular jurisdiction are highlighted by inverted commas.CORPORATISATION
FRAMEWORK
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A summary of the external governance provisions of corporatisation Acts in each
jurisdiction is presented in appendix B.
New South Wales
New South Wales was the first jurisdiction to introduce umbrella corporatisation
legislation in Australia, with the State Owned Corporations Act 1989 (SOC Act).
By 1995, only two of the monitored GTEs — the Hunter Water Corporation (HWC)
and the Sydney Water Corporation (SWC) (then the Sydney Water Board) — had
been established as SOCs (Smith 2000).7
The establishment of State Owned Corporations (SOCs) under the SOC Act was
delayed due to implementation difficulties. These included identifying community
service obligations, ensuring effective price controls over monopoly activities and
determining tax-equivalent payments (Painter 1995).
Amendments to the SOC Act in 1995 provided for two classes of SOCs — with
provisions for the establishment of ‘statutory’ SOCs as an alternative model of
corporatisation.8
GTEs subject to the SOC Act — all NSW GTEs covered in this report except the
State Rail Authority (SRA), State Transit Authority (STA), Sydney Catchment
Authority (SCA) and State Forests — have two ‘voting shareholders’, each of
whom has an equal number of shares and rights in the GTE. The ‘voting
shareholders’ are the Treasurer and another minister nominated by the Premier
(SOC Act, s. 20H).
GTEs subject to the SOC Act are also responsible to a ‘portfolio’ minister.
However, for the SWC, the Premier may not nominate as the ‘portfolio’ minister the
minister responsible for the area in which the SWC operates, nor a minister
administering the Environmental Planning and Assessment Act 1979, the Water
Management Act 2000, the Protection of the Environment Administration Act 1991
or the Public Health Act 1991 (Sydney Water Act 1994, s.  6). Similarly, the
‘portfolio’ minister may not be a ‘voting shareholder’ for the Rail Infrastructure
Corporation (Transport Administration Act 1988, s. 19P).
                                             
7 Other government businesses established as SOCs included the Government Insurance Office,
State Bank, Graincorp and the Department of Water Resources irrigation schemes.
8 The existing class of SOCs were established as ‘company’ SOCs.46 FINANCIAL
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Port and electricity GTEs were established as ‘statutory’ SOCs following the
passage of the Ports Corporatisation and Waterways Management Act 1995 and the
Energy Services Corporations Act 1995 respectively.
There are some subtle differences between ports and electricity GTEs relating to
board and CEO appointments. For example, the board members of electricity GTEs
are appointed by the ‘voting shareholders’ — except for one member who is
appointed by the ‘voting shareholders’ on the recommendation of a selection
committee comprising of two members nominated by the ‘portfolio’ minister and
two members nominated by the Labor Council of NSW. The recommended board
member is one of three potential candidates nominated to the selection committee
by Labor Council of NSW (Energy Services Corporations Act 1995, Schedule 2,
cl.  1). Board members of the port GTEs are appointed by the Governor on the
recommendation of the ‘shareholding ministers’ — except for one member who is
elected by staff (Ports Corporatisation and Waterways Management Act 1995,
s. 18).
In the case of CEO appointments for electricity and port GTEs, the boards of
electricity GTEs appoint the CEO after consultation with the ‘voting shareholders’.
The CEOs of the SWC, HWC and port GTEs are appointed by the Governor on the
recommendation of the ‘portfolio’ minister.
The SWC and HWC changed status from ‘company’ to ‘statutory’ SOCs following
the passage of the Water Legislation Amendment (Drinking Water and Corporate
Structure) Act 1998. The change was made in response to the findings of an inquiry
into drinking water contamination in Sydney. One of the main differences between
‘company’ and ‘statutory’ SOCs is that only ‘company’ SOCs are registered under
the Corporations Act 2001 (Cth). Other differences include broader powers for the
Minister to give directions to, and access information from, ‘statutory’ SOCs.
GTEs operating under the SOC Act generally place a greater emphasis on
commercial objectives compared to other NSW GTEs. In principle, they are also
subject to less day-to-day involvement by the responsible minister(s).
The SCA — established under the Sydney Water Catchment Management Act 1998
— was also part of reforms arising from the drinking water contamination inquiry.
The corporatisation framework for the SRA, the Rail Infrastructure Corporation
(RIC) and the STA was established by the Transport Administration Act 1988.9
                                             
9 The Transport Administration Act 1988 also established the RIC. However, the RIC is also
subject to the provisions of the SOC Act.CORPORATISATION
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The SRA and the RIC are subject to the control and direction of the Co-ordinator
General of Rail. One of the major functions of the Co-ordinator General is to
manage and co-ordinate the exercise of the functions of the RIC and the SRA.
Directions by the Co-ordinator General may be subject to the approval of the
Treasurer where compliance may cause a significant variation in the approved
financial outcomes of the GTE (Transport Administration Act 1988, s. 86).
State Forests is subject to the Forestry Act 1916. Although State Forests has a
‘Board of Directors’ appointed by the Minister for Forests, the board has limited
responsibility or authority under the Act. Its main role is to ‘advise the Minister on
State Forest’s strategic direction and to assist the Chief Executive through support
and guidance’ (State Forests 2002).
The requirements of corporatisation Acts in NSW are part of a number of broader
policies and arrangements covering their external governance. Other important
policies and arrangements include:
•   For all GTEs — NSW Treasury’s ‘Commercial Policy Framework’, covering a
range of policies including capital structure, dividends and treasury
management. Guidelines issued under the framework include conducting
financial appraisals, risk management and assessing projects of state
significance.
•   For all GTEs — Treasurer’s Directions issued by NSW Treasury under the
Public Finance and Audit Act 1983, covering accounting and related financial
principles, practices and procedures.
•   For water GTEs — conditions set out in operating licences, such as water
quality standards and monitoring processes.
•   For the SCA — provisions of ‘Memorandums of Understanding’ made in
accordance with its operating licence.
Victoria
The State Owned Enterprises Act 1992 (SOE Act) establishes the corporatisation
framework for metropolitan water retail GTEs. The SOE Act was part of a broad
range of reforms. When introducing the legislation, the Treasurer stated that:
The object of the State Owned Enterprises Act is to provide an umbrella framework for
the reorganisation of specified businesses conducted by the State in accordance with a
modern corporation model, while still retaining strong accountability to the
government. The State Owned Enterprises Act can be applied to existing or new
entities. In some cases the framework will allow corporate restructuring as a step to
partial or full privatisation (Stockdale 1992).48 FINANCIAL
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Electricity and gas GTEs were corporatised as part of a restructuring of the
operations of the vertically integrated State Electricity Commission, and Gas and
Fuel Corporation, in 1993 and 1994 respectively. The corporatised GTEs were
subsequently privatised between 1995 and 1999.
Reforms were made to the metropolitan water sector in 1994 with the creation of
three metropolitan retail water GTEs under the SOE Act and the establishment of
operating licences under the Water Industry Act 1994. The Melbourne Water
Corporation retained bulk water supply and wastewater services whereas retail
services were transferred to the new metropolitan retail water GTEs. The parks and
waterways activities of the Melbourne Water Corporation were also transferred to a
separate government agency.
Reforms to the non-metropolitan water sector were introduced in several stages. In
1994, amendments to the Water Act 1989 transferred the assets of the Rural Water
Corporation to the existing five regional management boards. Further amendments
in 1997 included provisions requiring the preparation of corporate plans and
statements of corporate intent.
The Ports Services Act 1995 was part of a broader range of reforms to the port
sector in Victoria. These reforms included the disaggregation of the Port of
Melbourne Authority to form the Melbourne Port Corporation and the Victorian
Channels Authority, and for the economic regulation of their services by the Office
of the Regulator-General (now the Essential Services Commission). Two
commercial ports, Hastings and Geelong, were also privatised.
Under the corporatisation Acts, all monitored Victorian GTEs — except the
non-metropolitan water GTEs — have two responsible ministers. These are the
Treasurer and relevant portfolio minister. For the non-metropolitan water GTEs,
only the portfolio minister is responsible for planning and reporting.
For both metropolitan and non-metropolitan water GTEs, portfolio minister is the
Minister for Water and for port GTEs the portfolio Minister is the Minister for
Ports.
One key difference under the Victorian corporatisation Acts is that the Corporations
Act 2001 (Cth) (and its codified duties relating to board members) applies only to
the metropolitan retail water GTEs. Other differences relate to the absence of
commercial objectives for regional water GTEs, and additional limits on ministerial
involvement in day-to-day operations for ports and metropolitan retail water GTEs.CORPORATISATION
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The legislative requirements of the corporatisation Acts form part of the external
governance arrangements in Victoria. Other important policies and arrangements
include:
•   For most non-metropolitan water GTEs — an agreement (termed ‘Water
Services Agreement’) between the Minister for Environment and Conservation
(now Minister for Water) and the board of each water GTE. The agreement
formalises arrangements relating to the board’s obligations and accountability,
including the provision of quarterly reports to the Minister. It also includes a
range of performance standards and targets that boards are to meet.
•   For all GTEs — directions from the Minister for Finance under the Finance
Management Act 1994, which cover the content of annual reports, including the
format and content of the ‘report of operations’.
•   For all GTEs — accounting policies issued by the Department of Treasury and
Finance, such as a policy on the Revaluation of Non-Current Physical Assets
(DTF 2002).
Queensland
Corporatisation reforms in Queensland commenced with the Government Owned
Corporations Act 1993 (GOC Act). All monitored Queensland GTEs — except
DPI Forestry — operate under the GOC Act.10
The GOC Act was also part of broader public service reforms:
Corporatisation is a major component of the [Government’s] program to improve the
efficiency of the public sector in the delivery of its commercial and non-commercial
objectives. Under the Government’s corporatisation model, public ownership of
[GTEs] will remain, but the strategic focus, structure and operating practices of these
entities will be aligned with the best commercial practice to provide an operating
environment for improved commercial performance and increased efficiency in the
delivery of community service obligations … undertaken by [GTEs] (De Lacy 1993).
The GOC Act established two types of GOCs — ‘company’ GOCs and ‘statutory’
GOCs. All monitored electricity GTEs (except Enertrade) were established as
‘company’ GOCs. Monitored GTEs established as ‘statutory’ GOCs were the port
GTEs, Sunwater and Enertrade.11
                                             
10 DPI Forestry has several characteristics of a commercialised GTE. It is not a separate legal
entity and does not have a governing board, but operates as a ‘commercial business group’ of
the Department of Primary Industries.
11 Two GOCs not included in this report are the Golden Casket Lottery Corporation Ltd and the
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The key difference between ‘statutory’ GOCs and ‘company’ GOCs is that only
‘company’ GOCs are subject to the Corporations Act 2001 (Cth). However, the
application of the duties of directors under the Corporations Act 2001 (Cth) to
‘company’ GOCs must have regard for matters required or permitted under the
GOC Act, including community service obligations and directions given by ‘voting
shareholders’ (GOC Act, s. 145).
Other differences relate to a GOC’s responsible ministers. ‘Statutory’ GOCs have
two ‘voting shareholders’ — the Treasurer and the ‘portfolio’ minister.  The
‘portfolio’ minister for port GTEs and Queensland Rail is the Minister for
Transport. The ‘portfolio’ minister for Sunwater is the Minister for Natural
Resources and Mines.
‘Company’ GOCs have five shareholders. However, only two are ‘voting
shareholders’ — the responsible ministers — the Treasurer and the relevant
‘portfolio’ minister. The ‘portfolio’ minister for electricity GTEs is the Minister for
Innovation and Information Economy. Three ‘non-voting shareholders’ are
nominated by the Premier.
For both ‘statutory’ and ‘company’ GOCs, the ‘voting shareholders’ each have an
equal number of shares and voting rights.
Port GTEs were the first Queensland GTEs established under the GOC Act.
Gladstone Port Authority and the Ports Corporation of Queensland were established
as GOCs in July 1994 with the remaining port GTEs and Queensland Rail
established as GOCs in July 1995.
Most electricity GTEs were established as GOCs in July 1997. Their establishment
as GOCs was part of a range of reforms to the electricity sector, which included the
horizontal separation of AUSTA Electric into three competing generators —
CS  Energy, Stanwell Corporation and Tarong Energy. At the same time, the
Queensland Transmission and Supply Corporation’s eight subsidiaries — seven
regional distributors and the Queensland Electricity Transmission Corporation,
trading as Powerlink — were established as GOCs.12
Sunwater was established as a GOC in October 2000. It had previously operated as
a ‘commercialised business unit’ within the Department of Natural Resources and
Mines.
                                             
Brisbane Market Corporation — were privatised in November 1999 and September 2002
respectively.
12 Energex was formed from the distribution and retail assets of one of the Queensland
Transmission and Supply Corporation’s seven regional distributors in 1997. The other six
regional distributors merged to form Ergon Energy between 1997 and 1999.CORPORATISATION
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DPI Forestry became a ‘commercial business group’ of the Department of Primary
Industries (DPI) in July 1995. It is headed by the Executive Director, who is a
member of the DPI’s senior executive. The DPI is accountable to the Minister for
Primary Industries and Rural Communities through its Director-General.
The legislative requirements of corporatisation Acts form part of the external
governance arrangements in Queensland. Other important policies and
arrangements include:
•   For all Queensland GTEs except DPI Forestry — policies and guidelines
established by the Office of Government Owned Corporations, including a Code
of Practice for the Building and Construction Industry (OGOC 2001b) and Audit
and Reporting Requirements for Government Owned Corporation Controlled
Entities and Investments (OGOC 2001a).
•   For all Queensland GTEs — Guidelines for the preparation of annual reports
under the Financial Administration and Audit Act 1977 established by the
Department of Premier and Cabinet.
•   For Queensland Rail, Energex and Ergon Energy — guidelines relating to a
framework for community service obligations issued by the Queensland
Treasury (OGOC 1999).
South Australia
The monitored SA GTEs — SA Water, TransAdelaide and ForestrySA — are
established under GTE-specific legislation. They are also subject to the provisions
of the Public Corporations Act 1993 (PC Act). The PC Act has remained largely
unchanged since its proclamation in May 1993.
A major factor leading to the establishment of the PC Act was the collapse of the
State Bank of South Australia in the early 1990s. The collapse represented a failure
of corporate governance and accountability arrangements to ensure that risks were
properly managed (Muncey 2001). The mechanisms contained in the PC Act are
based on the following principles:
•   the establishment of clear and non-conflicting objectives and targets for public
corporations;
•   an appropriate balance of Ministerial control and management responsibility and
authority combined with a clear line of accountability from the corporation to the
Minister and thence to Parliament;
•   ongoing monitoring of the performance of each corporation; and
•   an effective system of rewards and sanctions (SA Parliament 1993).52 FINANCIAL
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South Australia’s electricity GTEs operated under the PC Act prior to their
long-term lease to the private sector in 1999 and 2000.
SA Water was established on 1 July 1995 under the South Australian Water
Corporation Act 1994. Amendments to the South Australian Water Corporation Bill
were made at the committee stage to include a restriction on the capacity of the
board to contract out water and wastewater operations or facilities to the private
sector (Olsen 1994). The board of SA Water is not able to contract out these
operations without:
… first giving full consideration (having regard to the powers, functions and duties of
the board under this Act, the Public Corporations Act 1993 and any other Act) of
whether the Corporation could provide or operate the same services or facilities
competitively (South Australian Water Corporation Act 1994, s. 9).
TransAdelaide was made subject to the PC Act in January 1999 following the
enactment of the TransAdelaide (Corporate Structure) Act 1998. The change to the
corporate structure of TransAdelaide was designed to:
•   ensure [it] is seen as an independent operator in a competitive market;
•   reinforce the separation between the policy development and contracting role of the
Public Transport Board and the service delivery role of TransAdelaide; and
•   assist in developing a more commercially focussed, robust performance culture
within TransAdelaide (Brown 1998).
ForestrySA was corporatised under the South Australian Forestry Corporation Act
2000. On 1 January 2001, it took over functions previously undertaken by a
business unit within the Department of Administrative and Information Services.
The legislative requirements of these corporatisation Acts form part of the external
governance arrangements in SA. Other important policies and arrangements for all
SA GTEs include:
•   Treasurer’s Instructions issued under the Public Finance and Audit Act 1987
relating to various matters including income tax-equivalent payments and
financial reporting guidelines.
•   Accounting Policy Statements issues by the Treasurer as part of Treasurer’s
Instructions. The policy statements include guidelines on asset valuation and the
determination of discount rates.
Western Australia
The monitored GTEs in WA are corporatised under their own establishing
legislation. However, the external governance arrangements for electricity, waterCORPORATISATION
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and port GTEs are broadly similar. Each GTE has one responsible minister —
described in the WA corporatisation Acts as the ‘shareholding’ minister . For
Western Power, the Forest Products Commission and port GTEs the portfolio
minister is designated as the ‘shareholding’ minister.13 For the Water Corporation,
the shareholding minister is the Minister for Government Enterprises.
The responsible minister for the Western Australian Government Railways
Commission (WAGRC) is the Minister for Infrastructure and Planning.
Western Power was the first GTE to be corporatised in WA under the Electricity
Corporation Act 1994. The corporatisation of Western Power was part of broader
reforms of the WA energy sector, which included a dissagregation of the State
Energy Commission of Western Australia into separate corporatised gas and
electricity businesses.14
The Electricity Reform Task Force (WA) has recently recommended the vertical
dissaggregation of Western Power within the South–West Interconnected System
(ERTF 2002). The task force recommended that Western Power be separated into
generation; transmission and distribution; and retail entities.
The corporatisation of Water Corporation was completed in January 1996 under the
Water Corporation Act 1995. As part of reforms to the water sector, the activities of
the former Water Authority of Western Australia were split into three new
organisations:
•   Water Corporation — responsible for the provision of water, wastewater,
drainage and irrigation services;
•   the Water and Rivers Commission — responsible for the management and care
of water resources and waterways; and
•   the Office of Water Regulation — responsible for the setting and enforcement of
water service provision standards, the regulation of water quality and advice to
the Minister on pricing.
Port Authorities were corporatised under the Port Authorities Act 1999. The
objective of the Act was to:
… improve the efficiency and effectiveness of ports which will benefit port users and
the Western Australian community (Omedei 1998).
                                             
13 These are the Minister for Energy, Minister for Agriculture, Forestry and Fisheries, and the
Minister for Infrastructure and Planning respectively.
14 The corporatised gas business, AlintaGas, was privatised in October 2000.54 FINANCIAL
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The Port Authorities Act 1999 established a single framework for port authorities.
Port authorities previously operated under individual establishing Acts that differed
in their detailing of duties, functions and powers.
The Forest Products Commission was corporatised under the Forest Products Act
2000. Prior to corporatisation, the operations of the Forest Products Commission
were part of the Department of Conservation and Land Management.
The Forest Products Act 2000 shares most of the external governance provisions
applying to the electricity, water and port GTEs. However, its commercial
objectives must also balance environmental objectives:
… the [Forest Products Commission] must try to ensure that a profit is made from the
use of forest resources consistent with its operational and performance targets. A very
strong caveat on such operational objectives will be that the [Forest Products
Commission], in endeavouring to make a profit, cannot operate in a manner that
jeopardises the long-term viability of the forest resources industry or the ecologically
sustainable management of indigenous forest resources located on public land
(Edwardes 1999).
The WAGRC operates under the Government Railways Act 1904. The Act
establishes an external governance framework that differs from the other WA
GTEs. It does not have a governing board, with the chief executive officer (CEO)
— appointed by the Governor — being responsible for the WAGRC’s operations.
The responsible minister also has broader powers to give directions to the CEO and
the WAGRC does not have specific commercial objectives outlined in legislation
compared to other WA GTEs.
The requirements of the corporatisation Acts form part of governance arrangements
in WA. Other important policies and arrangements include:
•   For all WA GTEs — Treasurer’s Instructions under the Financial
Administration and Audit Act 1977 relating to the preparation of financial
statements.
•   For Water Corporation — conditions imposed under its Operating Licence with
the Office of Water Regulation.
•   For Western Power, Water Corporation and the WAGRC — policy guidelines
established by the WA Department of Treasury and Finance covering the





The Tasmanian Government’s GTEs have been corporatised through GTE-wide,
industry-specific or GTE-specific corporatisation Acts. The monitored Tasmanian
water GTEs, which are local government Joint Authorities, have been established
through amendments to broader local government legislation.15
The primary corporatisation Act in Tasmania is the Government Business
Enterprises Act 1995 (GBE Act). The key elements of the GBE Act are improved
strategic oversight, greater operational independence, a focus on commercial
performance, and strict accountability (DTF(Tas)  1998a). The GBE Act was
amended in 2002, to enhance corporate governance arrangements, improve the
alibility of boards of Government Business Enterprises to achieve objectives and
make individual board members more accountable.
The GTEs monitored in this report that are covered by the GBE  Act are the
Hydro-Electric Corporation (HEC) and Forestry Tasmania.16 They were established
as Government Business Enterprises (GBEs) by the Hydro-Electric Corporation Act
1995 and through amendments in 1996 to the Forestry Act 1920 respectively.
A second class of GTEs — State-owned Companies (SOCs) — have been
established under either industry- or GTE-specific legislation.
As part of the reform of the State’s electricity industry, Aurora Energy and
Transend Networks were established as SOCs under the Electricity Companies Act
1997. The monitored port GTEs — Burnie Port Corporation, Port of Devonport
Corporation, Hobart Ports Corporation and Port of Launceston Corporation — were
established as SOCs under the Ports Companies Act 1997. Metro Tasmania was












	Local Government Act 1993 (LG Act).18 Joint
Authorities established under the LG Act are body corporates and have powers and
functions specified in their rules.
                                             
15 The water GTEs are jointly owned and operated by participating local government councils.
16  Other GTEs established as government business enterprises include the Egg Marketing Board,
the Rivers and Waters Supply Commission, the Tasmanian Grain Elevators Board and the
Motor Accidents Insurance Board.
17  Other GTEs established as SOCs include TOTE Tasmania Pty Ltd and TT-Line Company Pty
Ltd.




The GBEs and the local government Joint Authorities are established as body
corporates under s. 6 of the GBE Act and s. 34 of the LG Act respectively. All
SOC’s have been established as companies, limited by shares and incorporated
under the Corporations Act 2001 (Cth).
Under the GBE Act, each GTE is expected to operate in a manner consistent with
sound commercial practice and achieve a sustainable commercial rate of return that
maximise value for the State in accordance with its corporate plan and the economic
and social objectives of the State (s. 7). On the request of the ‘Portfolio Minister’,
the Treasurer may exempt a GBE from the requirement to maximise its sustainable
commercial rate of return.
Each monitored SOC has two principal objectives in their respective corporatisation
Act. Each is expected to operate in a manner consistent with sound commercial
practice. In addition, Aurora Energy and Transend Networks are expected maximise
their sustainable return to their shareholders. In contrast, the port GTEs and Metro
Tasmania are not explicitly expected to maximise shareholder return. Port GTEs are
expected to facilitate trade for the benefit of Tasmania. Metro Tasmania is expected
to provide road passenger transport services in Tasmania.
The principle objectives for the water GTEs are not explicitly stated in the LG Act.
However, they are expected to operate commercially. The rules of the local
government Joint Authorities are required to be:
… consistent with the requirements of the corporatisation model for government
business enterprises referred to in the Competition Principles Agreement made between
the Commonwealth, the States and the Territories.
The HEC and Forestry Tasmania are responsible to the Minister for Economic
Development, Energy and Resources.
Each of the SOCs covered in this report has two responsible ministers — referred to
as ‘voting shareholders’. For port GTEs, these are the portfolio minister and the
minister responsible for the administration of the GBE Act. Electricity SOCs and
Metro Tasmania are each responsible to their portfolio minister and the Treasurer.19
There is provision for another minister to be nominated as a ‘voting shareholder’ if
one minister has the dual roles of portfolio minister and Treasurer.20
                                             
19  Since the introduction of the GBE Act, the Treasurer has responsibility for the administration
of the Act.
20 See s. 8(b) of the Electricity Companies Act 1997; s. 9(2) of the Ports Companies Act 1997;
and s. 6(2) of the Metro Tasmania Act 1997.CORPORATISATION
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For the water GTEs, representatives of member councils and the board of directors
constitute the Joint Authority. The Corporatisation Principles for Local
Government Business Activities recommend that the board should be made up of no
fewer than five members and that local government councillors should not be
appointed to the board (DTF(Tas) 1998b).
The portfolio ministers, directors and executive officers of the GBEs and SOCs
monitored in this report can be called before Parliamentary Committees. Since
1997, Select Committees have routinely sought information from each of the
monitored GTEs on their financial and operating arrangements.
The legislative requirements of corporatisation Acts in Tasmania are part of a
number of broader policies and arrangements covering their external governance.
Other important policies and arrangements include:
•   For GBEs and SOCs — Treasurer’s Instructions and Guidelines for Government
Businesses issued by the Department of Treasury and Finance.
•   For local government Joint Authorities — Corporatisation Principles for Local
Government Business Activities, prepared by the Department of Treasury and
Finance to assist local governments in the establishment of corporatised entities.
•   For all Tasmanian GTEs — Treasurer’s Instructions issued by the Department of
Treasury and Finance relating to the implementation of the National Tax
Equivalent Regime and dividend policies.
Australian Capital Territory
The ACT was the second Australian jurisdiction to enact umbrella corporatisation
legislation, with the introduction of the Territory Owned Corporations Act 1990
(TOC Act).
ACTEW Corporation was corporatised under the TOC Act in 1995.21 Part of the
benefit of ACTEW’s corporatisation was perceived to be improved financial
performance:
By corporatising ACTEW, the Government is looking to ACTEW to hold down its
costs and pay a fair dividend to the Government, reflecting the capital tied up in the
distribution of electricity, water and sewerage services in the ACT. Corporatisation will
assist in reining in costs and thereby minimising any price increases
(De Domenico 1995).
The ACTION Authority was corporatised under the ACTION Authority Act 2000.
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ACT Forests is a business unit within the Department of Urban Services. For
budgeting purposes it is treated as a government department and subject to the
Financial Management Act 1996. Under the Act, the Chief Executive of ACT
Forests is responsible for the achievement of financial results. Key results are
published in the ACT Budget papers and the Chief Executive is required to explain
‘material variances’ from the budget results (s. 31).
The governance arrangements for the ACTEW Corporation and the ACTION
Authority differ in several respects. The primary difference is that only the ACTEW
Corporation is incorporated under the Corporations Act 2001 (Cth). Other
differences include the ministers to whom each GTE is responsible and the nature of
their stated objectives.
The ACTEW Corporation has two responsible ministers — ‘voting shareholders’ —
the ACT’s Chief Minister and Deputy Chief Minister. The TOC Act stipulates that
the Chief Minister may authorise any minister to be a ‘voting shareholder’ (s. 4(a)).
The ACTION Authority and ACT Forests each have one responsible minister — the
Minister for Planning, and the Minister for Urban Services, Arts and Heritage
respectively.
The ACTEW Corporation has several principal objectives, each of equal
importance. It is expected to operate as efficiently as any comparable business,
maximise its return to the government and achieve the performance targets
contained in its latest statement of corporate intent. In addition, the ACTEW
Corporation is required to exhibit a sense of social responsibility — having regard
to the community in which it operates — and, where its operations affect the
environment, to comply with the principles of ecologically sustainable
development.22
The ACTION Authority Act 2000 does not disclose specific principal objectives.
However, it outlines eight principal functions of the authority. These include the
provision of an affordable and effective public transport network on a sound
commercial basis and maximising the sustainable return to the Territory on its
investment.
Other differences between the corporatisation frameworks in the ACT relate to
planning and accountability, the appointment of board members and the chief
executive officer, ministerial directions, and finance and investment provisions.
                                             
22 The TOC Act explicitly defines ecologically sustainable development as abiding by the
precautionary principle, the inter-generational equity principle, ensuring the conservation of
biological diversity and ecological integrity and through improved valuation and pricing of
environmental resources (s. 2).CORPORATISATION
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The legislative requirements of corporatisation Acts in the ACT are part of a
number of broader policies and arrangements covering external governance. Other
important policies and arrangements include:
•   For the ACTION Authority and ACT Forests — the Accounting Policy Manual,
issued by the Department of Treasury.
•   For ACTEW Corporation — conditions imposed under licences established
under the Utilities Act 2000.
Northern Territory
The NT was the last Australian jurisdiction to establish a corporatisation
framework, with the passage of the Government Owned Corporations Act (GOC
Act) in December 2001. Commercial focus is a feature of the legislation:
The central objective of the Government Owned Corporations Bill is to provide a basis
for improved performance by government-owned businesses under continuing public
ownership and for greater sustainable financial returns to the Territory on its
investment in those businesses. Consistent with this, the objectives of
government-owned corporations will be to perform at least as efficiently as any
comparable businesses and to maximise the sustainable return to the Territory on its
investment (Martin 2001).
The Power and Water Corporation, formerly the Power and Water Authority, was
established as a Government Owned Corporation (GOC) in July 2002 under the
Power and Water Authority Amendment Act 2001. It is the only NT GTE operating
under the GOC Act.
The Darwin Port Corporation was established under the Darwin Port Corporation
Act by amendments to the Darwin Port Authority Act in 1998. The amendments
included provisions requiring greater commercial focus and the establishment of a
governing board. In addition to these changes, the amendments included a change in
name. In advocating the name change, the Minister stated that:
To reinforce the greater commercial focus of the port organisation, its name will
change from an authority, with its public service overtones, to the Darwin Port
Corporation. This will be a visible sign of greater business focus (Coulter 1998).
The governance arrangements for the Power and Water Corporation and the Darwin
Port Corporation differ in several key areas. The Power and Water Corporation, as a
GOC, has two responsible ministers — a ‘shareholding’ minister and a ‘portfolio’
minister.23 The Darwin Port Corporation, as a Government Business Division under
                                             




the Financial Management Act, has one responsible minister — the Minister for
Transport and Infrastructure.
Other key differences relate to the formal performance and accountability
framework and the powers available to the responsible ministers relating to board
appointments and directions to the board.
The requirements of the GOC Act and the Darwin Port Corporation Act form part
of the governance framework in the NT. Other important policies and arrangements
include:
•   For the Darwin Port Corporation — procurement processes established by the
Procurement Act 1995.
•   For the Darwin Port Corporation — Treasurer’s Directions issued under the
Financial Management Act, which cover a range of issues including financial
reporting, tax-equivalent payments and asset revaluations.
•   For the Darwin Port Corporation — the ‘Commercial Charter’ and ‘Mission
Statement’ adopted and approved by the Minister in November 1999.
•   For the Power and Water Corporation — procurement processes established by
the Corporation and approved by the ‘portfolio’ minister. However, until such
processes are established, the Procurement Act 1995 applies.
•   For the Power and Water Corporation — licence conditions relating to the
supply of electricity under the Electricity Reform Act, including reporting and
auditing arrangements. Water and sewerage charges are set by the ‘portfolio’
minister under the Water Supply and Sewerage Services Act.
Commonwealth
The principal corporatisation Act for the monitored Commonwealth GTEs is the
Commonwealth Authorities and Companies Act 1997 (CAC Act). The Act was
introduced as part of reforms to the Audit Act 1901. At the time of its introduction,
Commonwealth GTEs operated under a variety of governance arrangements.
The primary purpose of the CAC Act was:
… to replace all of these diverse accountability requirements with a single set of core
requirements. The approach proposed will enable the accountability requirements of
Commonwealth controlled bodies to be viewed as a whole and should significantly
streamline the focus of the government’s and the parliament’s interest in this area.
Many of the bill’s requirements relating to Commonwealth authorities are modelled on
comparable areas of the Corporations Law as well as best practice currently applying to
individual authorities (Fahey 1996).CORPORATISATION
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The CAC Act, in concert with the Corporations Act 2001, includes guidance on all
aspects of governance for Commonwealth GTEs including objectives, reporting, the
appointment and responsibilities of boards, and financial governance.
The CAC  Act covers most of the monitored Commonwealth GTEs — termed
Government Business Enterprises (GBEs) — including the Australian Postal
Corporation, Australian Rail Track Corporation, Snowy Mountains Hydro-Electric
Authority and Telstra Corporation.24 Airservices Australia is not a prescribed GBE
under the CAC Act, but is treated as such for governance purposes.
The governance arrangements applying to Telstra — a company partly owned by
private investors — were not examined for this report. Broadly speaking, the
governance arrangements stipulated in the CAC Act are applicable to Telstra to the
extent specified in the Telstra Corporation Act 1991.
The thrust of the Commonwealth Government’s governance arrangements are
distinctly corporate — drawing extensively from the terms, definitions and concepts
in the Corporations Act  2001. For example, ministers to whom Commonwealth
GBEs are responsible to are referred to as ‘shareholder ministers’. Further, a
principal objective of the GBEs is to add to ‘shareholder value’ (DFA 1997).
Most of the monitored Commonwealth GTEs have two responsible ministers — the
portfolio minister and the Minister for Finance and Administration. Airservices
Australia has one responsible minister — the Minister for Transport and Regional
Services.
The requirements of the CAC Act and the orders made by the Minister for Finance
and Administration under the Act form part of the corporatisation framework for
Commonwealth GTEs. Other important policies and arrangements include:
•   For all Commonwealth GTEs — Guidelines issued by the Department of
Finance  and Administration, including Governance Arrangements for
Commonwealth Government Business Enterprises.
•   For the Australian Rail Track Corporation — the requirements of a licence
issued under the Environmental Protection Act 1993 to operate ‘railway
activities’.
•   For Airservices Australia — Directions made by the responsible minister under
the Air Services Act 1995.
                                             
24 Other Commonwealth Government businesses covered by the CAC Act include Medibank




5 Responsibility for objectives and
board authority
The purpose of this chapter is to report on the responsibility of boards, chief
executive officers (CEOs) and responsible ministers for determining and meeting
objectives, and on key aspects of a board’s authority that might influence its ability
to meet responsibilities. The information draws on a summary of the key external
governance provisions of corporatisation Acts in each jurisdiction, as presented in
appendix B.
5.1 Responsibility for meeting objectives
The responsibilities of governing boards are broadly outlined in their
corporatisation Acts. A common responsibility is for the board to ensure that the
GTE performs its functions in an efficient and effective manner or consistent with
commercial principles.1
In practice, the governance model established for corporatised GTEs typically
requires a board to be responsible for managing the GTE in accordance with the
processes, objectives and performance targets set out in the statement of corporate
intent (SCI). For example, under the Government Owned Corporations Act 1993
(Qld), the responsibilities of ‘statutory’ Government Owned Corporation (GOC)
boards include:
•   responsibility for the GOC’s commercial policy and management;
•   ensuring that, as far as possible, the GOC achieves, and acts in accordance with, its
statement of corporate intent and carries out its objectives outlined in its statement
of corporate intent;
•   accounting to the GOC’s shareholders for its performance as required by this Act
and other laws applying to the GOC; and
•   ensuring that the GOC otherwise performs its functions in a proper, effective and
efficient way (s. 92).
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A board’s responsibilities to implement the SCI may be influenced by the fiduciary
duties of members under common law — a responsibility to act in good faith in the
best interests of the corporation and for a proper purpose (see chapter 4). For GTE
boards, what is meant by ‘best interests’ may not always be clear.
Doyle and Möller (1999) point out that directions by a minister to perform
non-commercial activities (through setting non-commercial objectives or to
undertake community service obligations without an adequate payment) may
conflict with the best commercial interests of the GTE. If the board performs these
activities, they may be in conflict with their fiduciary duty.
Typically, the CEO is responsible to the board for implementing the board’s general
policies and specific directions, as well as for managing the GTE’s day-to-day
operations (see chapter  4).2 For example, under the Government Businesses
Enterprises Act 1995 (Tas), a CEO ‘must perform any functions, and may exercise
any powers, delegated to the chief executive officer by the Board’ (s. 19). The CEO
is also a board member for around 50 per cent of the monitored GTEs.
Ministerial responsibility for corporatised GTEs is usually confined to setting
strategic directions and performance targets for GTEs. However, there are public
perceptions of a direct ministerial responsibility for GTE performance
(Mulgan  2002). This perception may also be shared by ministers if they see
themselves as being publicly accountable for the activities of corporatised GTEs,
especially if something goes wrong (Hamill 2001).
5.2 Board authority
Ensuring that the board has adequate authority to meet its objectives is necessary if
the board is to be held accountable for its responsibilities (Sendt 2001).
Where limits have been placed on authority, the accountability of the board in
meeting objectives is diminished (AONSW 1997). Matters which might affect
authority include limitations on the appointment of the CEO, the setting of charges,
and the acquisition and disposal of assets (see section 5.4). Limitations on authority
and ministerial intervention might also erode incentives for high performance.
Corporatisation Acts typically confer on GTE boards wide-ranging authority to
manage the business of the GTE. For example, under the Electricity Corporation
                                             
2 Corporatisation Acts use a number of terms to describe the position of CEO, including ‘General
Manager’ (Melbourne Water Corporation Act 1994 (Vic) and TransAdelaide (Corporate




Act 1994 (WA), Western Power’s board has the authority to ‘… perform the
functions, determine the policies and control the affairs of the corporation’ (s. 8).
In some cases, board authority includes broad powers, as well as a number of
specific powers. For example, under the Government Business Enterprises Act 1995
(Tas), a board has the power to:
•   acquire, hold, dispose of and otherwise deal with property;
•   transfer any of its property, rights, liabilities and obligations (whether for valuable
consideration or otherwise) to a subsidiary;
•   enter into contracts;
•   appoint agents and attorneys;
•   act as agent for another person;
•   form, and participate in the formation of, bodies corporate;
•   participate in partnerships, trusts, joint ventures and arrangements for the sharing of
profits;
•   enter into a contract with another person for the performance or exercise of any of
its functions or powers either jointly with that other person or by that other person;
•   set charges, terms and conditions relating to work done, or services, goods or
information supplied, by it except where the Portfolio Act provides otherwise;
•   engage consultants and provide consultancy services;
•   carry on any business which may conveniently be carried on in conjunction with the
performance of its functions;
•   do all other things it is authorised to do by or under this or any other Act; and
•   do all things necessary or convenient to be done in connection with, or incidental
to, the performance and exercise of its functions and powers (s. 9).
5.3 Ministerial interventions
Responsible minister(s) are typically required to approve SCIs that have been
prepared by boards.3 The objectives and goals for the board are established within
the SCI planning framework (see chapters 4 and 6).
The responsible minister(s) of all monitored GTEs have the power to give specific
directions to a GTE’s board, but there may be limitations placed on ministers.4 For
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example, under the State Owned Corporations Act 1989 (NSW), directions must
relate to the undertaking of non-commercial activities, the implementation of public
sector policies, or matters that are in the ‘public interest’ (ss. 20N–20P).5
In some cases, there are requirements for consultation between the responsible
minister(s) and the board before ministerial directions are made. For example, under
the Government Owned Corporations Act (NT), a responsible minister may only
issue directions if ‘he or she has consulted with the board and requested the board to
advise the [responsible minister] whether, in its opinion, complying with the
direction would not be in the best interests of the [GTE] or any of its subsidiaries’
(s. 4).
For around one-quarter of monitored GTEs, the responsible minister(s) has no limits
prescribed in corporatisation Acts on their powers to direct a board (or
management), or any requirement to consult with the board, prior to issuing a
direction. For example, under the Forestry Act 1916 (NSW), State Forests is subject
in all respects — except in relation to the contents of a recommendation or report
made by it to the Minister — to the control and direction of the Minister (s. 9).
Most commonly, the instances in which the responsible minister(s) can give
directions without prescribed limits occurs in the urban transport, rail, water and
forestry sectors. Ministerial directions made to GTE boards on the record have
included requirements to perform specific operations and to transfer or sell assets.
There may also be informal communications between boards and ministers through
which ministers can exert influence on a GTE’s board, given their powers to
appoint and dismiss board members. For example, under the Government Business
Enterprises Act 1995 (Tas), board members are appointed by the Governor on the
recommendation of the responsible minister (s. 11).
GTE board appointments are normally for a fixed term of between three and five
years, but members can usually be dismissed during their term of office without any
limitation. For example, under the South Australian Water Corporation Act 1994
(SA), board members may be removed from office by the Governor on the advice of
the responsible minister ‘on any ground that the Minister considers sufficient’
(s.  13). Similarly, under the State Owned Corporations Act 1989 (NSW), board
                                                                                                                                        
4  In some cases where a GTE has several responsible ministers, the power to give specific
directions to the board may be confined to one minister. For example, under the Public
Corporations Act 1993 (SA), the Treasurer may give directions relating to the payment of
dividends (s.  30) whilst the Minister for Government Enterprises may give more general
directions (s. 6).





members may be removed by the Governor on the recommendation of the
responsible ministers ‘at any time for any or no reason and without notice’
(Schedule 8, s. 7).6
Dividends
In terms of paying dividends, responsible minister(s) are typically required to agree
to or amend a dividend amount that is proposed by the board according to a policy
developed by the Treasurer (see PC  2001). The proposed dividend may also be
specified in the SCI. In some cases, the responsible minister(s) can direct the
payment of a ‘special’ dividend. For example, under the Electricity Corporation Act
1994 (WA), the responsible minister may accept the dividend recommended by the
board or, after consultation with the board, direct it to pay a specified amount
(s. 81).
In some cases, corporatisation Acts place limits on ordinary dividends. For
example, for GTEs operating under the Government Business Enterprises Act 1995
(Tas), dividends are limited to 100  per  cent of the current year’s after-tax profit
(s. 84).
Directions to pay a dividend may constrain a board’s management of the GTE’s
capital structure — that is, achieving an optimum mix of debt and equity. When
dividends are not paid the retained funds may be used for capital expenditure as an
alternative to borrowing.
Dividends payments by private companies are usually drawn from, and limited by
the level of profits — including retained profits from previous years. However, in
some instances, courts have allowed private sector companies to make dividend
payments from unrealised profits stemming from asset revaluations (Cassidy 2003).
Transparency of ministerial directions
Around 80 per cent of monitored GTEs are required to report publicly ministerial
directions. About 55 per cent of monitored GTEs were required to report ministerial
directions in the government gazette. Two-thirds of these GTEs were also required
to report these directions in parliament or their annual report. For example, the
portfolio Minister responsible for GTEs covered by the State Owned Corporations
Act 1989 (NSW) is required to publish a notice in the government gazette and table
in Parliament, directions in the public interest or those given to implement a public
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sector policy (ss.  20O, 20P, 26).7 Public reporting of ministerial directions in
parliament only, or by a notice in the annual report only, was required for about
25 per cent of GTEs.
In some cases, requirements to report ministerial directions may be overridden. For
example, under the Public Corporations Act 1993 (SA), requirements to publish a
direction in the government gazette or advise Parliament may be bypassed if the
Minister is satisfied that the publication of a direction might ‘detrimentally affect
the GTE’s commercial interests, constitute breach of a duty of confidence, or might
prejudice an investigation of misconduct or possible misconduct’ (s. 6).8
Of the approximately 80 per cent of monitored GTEs required to report publicly the
directions by responsible minister(s), it appears that ministers rarely use their formal
capacity to intervene in a GTE’s activities by issuing a direction. For example,
ministers have only made one direction relating to non-commercial activities and
two directions relating to the public interest under the State Owned Corporations
Act 1989 (NSW) since amendments were made to the Act in 1995. Further, in
2001-02 only one direction was reported out of the 11 monitored GTEs required to
report directions in their annual report.9
Directions to pay a specific dividend are required to be made publicly available for
around 50 per cent of monitored GTEs. For these GTEs, rarely have the responsible
minister(s) given such directions.
5.4 Other limits on board authority
GTE boards generally face broader limitations on their authority under
corporatisation Acts or supporting legislation, where ministerial approval for a
range of activities, such as borrowing and investing is required. For example, under
the Borrowing and Investment Powers Act 1987 (Vic), the board must have the
Treasurer’s approval to obtain a general borrowing authorisation (s. 6).
Corporatisation Acts sometimes include other limitations, which may be either
specific or general in nature, and can relate to:
                                             
7 Directions relating to non-commercial activities (s. 20N) are required to be tabled in Parliament
but are not required to be published in the government gazette.
8 Where the direction is not published, the responsible minister must present a copy of it to the
Parliament’s Economic and Finance Committee within 14 days and the GTE must identify that
a direction was given in its next annual report (s. 6).
9 The board of the Melbourne Port Corporation was given a direction relating to lease




•   the appointment of CEOs;
•   setting the remuneration of CEOs and staff;
•   the acquisition, use and disposal of assets;
•   setting charges; and
•   borrowing and investing activities.
Chief executive officer appointment and conditions
In the private sector, CEOs are usually selected and appointed by the board. They
are responsible to the board for the day-to-day operation of the company, and for
the implementation of policies and directions made by the board. The board
typically sets the terms and conditions of its CEO, including any
performance-related remuneration.
Under most corporatisation Acts, private sector practice is modified to include some
ministerial involvement in the selection and appointment of the CEO, and the
setting of the CEO’s terms and conditions. CEO appointments can be made:
•   directly by the responsible minister(s);10
•   by the responsible minister(s) in consultation with the board;
•   by the board in consultation with the responsible minister(s); or
•   directly by the board.
For around 55 per cent of monitored GTEs, the CEO is appointed by the responsible
minister(s). In most of these cases, the minister(s) is required under the relevant
corporatisation Act to consult with the board. In other cases, the appointment of the
CEO by the minister(s) requires the agreement of the board. For example, under the
Government Owned Corporations Act 1993 (Qld), the CEO is appointed by the
Governor-in-Council on the recommendation of the board (s. 103; schedule 2, s. 1).
The CEOs of around 35 per cent of monitored GTEs are appointed by the board.
However, in most of these cases, ministerial approval of the board’s choice of CEO
is required. For example, under the Melbourne Water Corporation Act 1994 (Vic),
the CEO is appointed by the board following approval by the Minister for Water
(s. 21).
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The appointment of the CEO by a board did not require ministerial consultation or
approval for around 15  per  cent of monitored GTEs. For example, the CEOs of
Victorian regional water GTEs are appointed by the board (Water Act 1989 (Vic),
s. 8).
The extent of ministerial involvement in the dismissal of CEOs and the setting of
their terms and conditions largely mirrors the procedures established for their
appointment. If a minister directly appoints a CEO, or is required to approve or
consult with a board over a CEO’s appointment, the minister is also typically
responsible for setting or approving the CEO’s terms and conditions and also has
powers to dismiss the CEO. For example, under the Ports Services Act 1995 (Vic)
the CEO is appointed by the board with the approval of the Minister for Ports. The
Minister also sets the CEO’s terms and conditions after consultation with the board,
and may dismiss the CEO.
For some CEOs, performance agreements are required as part of their terms and
conditions of employment. For example, under the State Owned Corporations Act
1989 (NSW), the board ‘may require the CEO to enter into a performance
agreement’ (Schedule 9, s. 4).
Ministerial involvement in appointing or setting the terms and conditions of CEOs
may have the effect of blurring the lines of responsibility and diminishing the
board’s accountability for performance (AONSW 1997). Potentially, it also affects
a board’s ability to manage efficiently where the CEO does not share the same
vision.
Setting the terms and conditions of staff
In most cases, GTE boards (or their delegates) are given broad discretion over
setting the terms and conditions of their staff. For example, the Government Owned
Corporations Act 1993 (Qld) gives boards of ‘statutory’ Government Owned
Corporations the authority to set the terms of employment for their staff (s. 166).
The staff of a limited number of GTEs remain subject to terms and conditions that
apply to general public service employees. In some cases, this is a specific
requirement of the corporatisation Act. For example, the terms and conditions of the
Power and Water Corporation’s employees are set by the CEO subject to provisions
of the Public Sector Employment and Management Act (NT).
In other cases, boards have some discretion in setting terms and conditions but are
required to use public service standards as a guide. For example, the terms and




Commissioner for Public Employment (South Australian Forestry Corporation Act
2000 (SA), s. 15).
Constraints on a board’s capacity to set the terms and conditions of its staff weaken
accountability for performance if the constraints are not compatible with efficient
work organisation. The constraints may also raise competitive neutrality issues if
GTEs are required to implement public sector policies or practices (Hamill 2001).
Acquisition, use and disposal of assets
In some cases, GTE boards have limitations on the acquisition and disposal of
assets. These can relate to the size of transactions or the location of activities. For
example, the boards of Western Power and Water Corporation must obtain
ministerial approval for transactions that exceed the greater of a fixed value or of a
percentage of the written-down value of their fixed assets and investments
(Electricity Corporation Act 1994 (WA), s. 34; Water Corporation Act 1995 (WA),
s. 40).11
Limits can also be placed on the capacity of the board to dispose of assets. For
example, under the Government Business Enterprises Act 1995 (Tas), the board
must not dispose of a main undertaking or allow a subsidiary to dispose of a main
undertaking without approval by the responsible ministers (s. 8). Where Ministerial
approval is granted, it does not have effect unless approved by Parliament (s. 8).
GTE boards typically have broad discretion over the use of assets once the
responsible minister(s) has approved planning documents. However, corporatisation
Acts sometimes set out specific limits on the board’s authority to use assets:
•   The Rail Infrastructure Corporation is not permitted to give written undertakings
to the Australian Competition and Consumer Commission regarding access to
the NSW rail network without the approval of the Minister given with the
concurrence of the Premier (Transport Administration Act 1988 (NSW), s. 19E).
•   The Rail Infrastructure Corporation is also not permitted to conduct any business
outside the State that is not related to the NSW rail network without the approval
of the Premier, Minister and Treasurer (s. 5A).
•   Under the Government Owned Corporations Act 1993 (Qld), the boards of
Queensland port GTEs must seek approval from the Minister before granting a
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lease, easement or licence on crown land (s. 27 and s. 28). The Crown may also
withdraw any vested property from a port GTE (s. 26).
Pricing restrictions
The prices for around 30  per  cent of monitored GTEs are determined by
independent pricing regulators. For example, the Independent Pricing and
Regulatory Tribunal regulates prices for water, urban transport, rail and retail
electricity GTEs in NSW.
Where prices are not independently regulated, boards typically set prices subject to
formal ministerial approval, or as part of planning documents such as the SCI.
Where prices are established within the planning framework, broader limits are
placed on board authority in setting prices because of requirements to meet or
balance a range of commercial and non-commercial objectives (see chapter 6).
Outside of the planning process, limitations are sometimes included in
corporatisation Acts on a board’s capacity to set the structure and level of charges.
For example, boards of port GTEs in NSW must structure charges in accordance
with the Ports Corporatisation and Waterways Management Act 1995 (NSW)
(Part 5).12
Borrowing and investing
The arrangements for borrowing and investing by GTEs are usually specified in
supporting legislation rather than corporatisation Acts. These arrangements are
typically the same as those applying to other government agencies, whereby the
Treasurer is required to approve broad borrowing and investing limits and other risk
management processes. For example, in NSW the Public Authorities (Financial
Arrangements) Act 1987 (NSW) applies to all government agencies and GTEs and
establishes broad arrangements relating to the approval of borrowing and investing
activities.
An outline of borrowing and investing activities is also usually required to be
included in planning documents such as the SCI. Ministerial approval of planning
documents typically provides the board with the authority to enter into transactions
that are included in the SCI without further ministerial approval.
                                             
12 The types of charges that may be levied include those for pilotage, navigation services, cargo




Under some corporatisation Acts, there are limitations on board authority to borrow
and invest outside of the planning process. A limitation common to all
corporatisation Acts is a requirement to obtain ministerial approval to enter into
joint ventures or to form subsidiaries. For example, under the State Owned
Corporations Act 1989 (NSW), boards cannot form or participate in the operation of
subsidiaries without the approval of the Minister (s. 20W).
Other restrictions on borrowing and investing are less common. Where they are in
place, they typically take the form of monetary limits for transactions. For example,
under the Government Owned Corporations Act (NT), the Power and Water
Corporation must not undertake capital investment above the relevant prescribed
threshold unless it is approved by the responsible minister. It must also not acquire a
financial investment above the relevant prescribed threshold unless it is approved by
the responsible minister (s. 37).GTE OBJECTIVES 75
6 GTE objectives
Accountability incentives are strongest if objectives are expressed in an
unambiguous, non-conflicting manner that enables a board to be held accountable
for meeting them.
Information is presented in this chapter on how objectives are set and expressed and
how the expression of objectives affects the accountability of boards and the
responsible minister(s).
The description of objective setting is based on the various GTE corporatisation
Acts as summarised in appendix B. The description of how objectives are expressed
is based on a sample of statements of corporate intent (SCI), summarised in
appendix C.
Where possible, two GTEs from each industry sector (electricity, forestry, ports, rail
and water) were chosen from each jurisdiction for the SCI sample. If there were
more than two GTEs to select from, GTEs with different business activities,
locations or customers were chosen. For example, in most cases a rural bulk water
provider and a metropolitan provider were chosen for water GTEs.
Within this chapter, three levels of objectives are referred to:
•   Guiding principles — objectives set out in corporatisation Acts to guide boards
on the objectives they should set in their strategic planning;
•   Higher level objectives — objectives in the form of goals or missions contained
in SCI. They are generally not directly measurable; and
•   Performance indicators and targets — objectives contained in SCI that are
generally subordinate to higher level objectives. They must be achieved if their
antecedent objective(s) are to be met. They are more specific and are more likely
to be measurable than higher level objectives.
6.1 Establishing and approving objectives
Under corporatisation Acts, the responsible minister(s) is typically required to
approve the objectives of the GTE set out in the strategic plan and the SCI.76 FINANCIAL
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In general, corporatisation Acts provide only general guidance on the types of
objectives that a GTE must set. For example, in WA, port, water and electricity
GTEs are required to set financial objectives. The Forest Products Commission is
required to set both commercial and non-commercial objectives (Forest Products
Act 2000 (WA), s. 20).
In some cases, there is more expansive guidance. For example, the Water
Corporation (WA) must set objectives relating to the continuity of supply,
maintaining assets to ensure proper water provision and optimising customer
satisfaction (Water Corporation Act 1995 (WA),  s. 52).1  The Sydney Water
Corporation must adopt targets for pollution reduction (Sydney Water Act 1994
(NSW), s. 23).
Where there is only general guidance from legislation, the responsible minister(s)
has broad discretion to negotiate and approve the objectives and strategic plans
submitted by GTE boards. Ministers bring to this role a concern for the interests of
the public — the ultimate owners of GTEs (Jolly 2000).
Finn (1993) suggests that ministerial responsibility to act in the public interest is
legally established in rulings by members of the High Court. For example, Mason
CJ in Australian Capital Television Pty Ltd v Commonwealth of Australia (1992,
177 CLR 106), stated:
The very concept of representative government and representative democracy signifies
government by the people through their representatives. Translated into constitutional
terms, it denotes that the sovereign power which resides in the people is exercised on
their behalf by their representatives.
Ministerial responsibility to act in the public interest is also made clear in some
parliamentary codes of conduct. For example, in the code of conduct for the
Western Australian Legislative Assembly, ministers’ responsibilities to act in the
public interest are highlighted:
‘A minister’s responsibility to act as a trustee of the public interest should always be
paramount in the performance of their functions’ (WA Premier’s Office 2002).
If ministers are to be held accountable, the process of assessing whether objectives
are in the public interest has to be transparent. This would also establish trust by the
public that their interests will be served. However, in none of the Australian
jurisdictions are explanations published about how objectives were established and
what assessments were undertaken.
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Ministerial and board accountability is also strengthened through the public
availability of SCI. It promotes transparency and public scrutiny by providing
information against which outcomes can be assessed.
Under the Westminster system, ministers are accountable to the public, through
parliament, for fulfilling their responsibilities (Simms 1999). Their actions are also
subject to scrutiny by Auditors-General. Accountability, in general, is the obligation
to demonstrate continued official trustworthiness through justification of
performance in a position of responsibility (Uhr 1993).
Under almost all corporatisation Acts, SCIs are publicly available once they are
tabled in parliament.2 For some GTEs — including those corporatised under the
Government Owned Corporations Act 1993 (Qld) and the Ports Services Act 1995
(Vic) — the SCI is required to be included in the annual report. Only a small
percentage of the SCI sampled are available on the Internet.
Public accountability also applies to GTE boards and management. Finn J in the
Federal Court decision on Hughes Aircraft Systems International v Airservices
Australia (1997 558 FCA), noted:
The CAA (Civil Aviation Authority), no less than the minister, operated in the
constitutional environment of responsible government. This necessarily entails that it
was accountable in some measure to the public.
Principles
A common guiding principle contained in corporatisation Acts is that GTEs are to
operate commercially.
There is generally limited explanation in corporatisation Acts as to what ‘operating
commercially’ means. In the case of the Victorian Channels Authority, the principle
is expressed as ‘managing channels in port waters on a commercial basis’ (Port
Services Act 1995 (Vic), s. 20). A more detailed explanation is given in WA. For
example, Western Power is to ‘act in accordance with prudent commercial
principles, and endeavour to make a profit, consistently with maximising its
long-term value’ (Electricity Corporation Act 1994 (WA), s. 31).
In many cases, there is the potential for commercial principles to conflict with other
principles. For example, NSW port GTEs must ‘promote and facilitate trade’ as
well as operate commercially (State Owned Corporations Act 1989 (NSW), s. 20E
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and the Ports Corporatisation and Waterways Management Act 1995 (NSW), s. 9).
This conflict could manifest as low prices that increase trade through the port, but
harm the GTE’s profitability.
It is difficult to assess whether actual conflicts arise, largely because of the way that
objectives are expressed in the SCI (see section 6.2).
Commercial principles are also sometimes modified by other principles. For
example, the WA Forest Products Commission must try to ‘ensure a profit is made,
while ensuring the long-term viability of the industry and ecologically sustainable
forest management for indigenous forest products logged on public land’ (Forest
Products Commission Act 2000 (WA), s. 20).
Generally, there is limited guidance in corporatisation Acts on the degree of
importance that should be given to commercial principles when they conflict with,
or are modified by, non-commercial principles. For example, under the Ports
Corporatisation and Waterways Management Act 1995, NSW port GTEs are guided
by the following — to be a successful business, to promote and facilitate trade
through port facilities and to ensure that port safety functions are carried out
properly (s. 9). However, there is no guidance in the Act on the weighting that
should be given to each of these principles.
In contrast, under the Sydney Water Act 1994 (NSW), the Sydney Water
Corporation is to give equal weight to each of its three principal objectives — to be
a successful business, to protect the environment by conducting its operations in
compliance with the principles of ecologically sustainable development and to
protect public health by supplying safe drinking water in compliance with the
requirements of any operating licence (s. 21).
Approval of objectives
Under most corporatisation Acts, GTE boards are required to draft SCI and submit
them to the responsible minister(s) before the start of each financial year. After
considering the draft, the minister(s) may ask the board to reconsider certain
aspects.
In SA, responsibility for the preparation of the SCI is reversed. Under the Public
Corporations Act 1993 (SA), the responsible minister(s), after consultation with the
board, must prepare the SCI for the board (ss. 12 and 13).3
                                             
3 The responsible ministers are required to prepare a ‘charter’ and a ‘performance statement’ for
the board. Taken together, these two documents generally include information similar to that
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Generally, ministers may direct the board to modify their objectives if the draft has
not been agreed upon one month prior to the commencement of the financial year.
Having approved the document, the responsible minister(s) may direct the board to
change the objectives.
It is difficult to determine the extent of ministerial involvement in shaping the
objectives set out in SCI. Apart from any formal process, responsible ministers and
their staff can interact informally with the board to guide the development of those
objectives. These interactions might not be open to public scrutiny.
Rigorous assessment of whether the approval of objectives is guided by the public
interest, is difficult. There is uncertainty about the size and incidence of the benefits
and costs that arise when an objective is achieved and about the weights that should
be attached to them, as costs and benefits for objectives are not distributed equally
across households. For example, the effects of commercial objectives on low
income households, who spend a greater share of income on utility services, will be
different to the effect on high income households.
Welfare outcomes and efficiency can only be assessed if information is known
about people’s preferences. However, preferences are not usually revealed by the
demand for goods and services:
•   in many cases, GTEs are essential service monopolies or oligopolies, where
there is limited scope for the customers to switch to an alternative service
provider;
•   for some services, such as water, choice is restricted further because there are
limited substitutes; and
•   GTE prices are often highly regulated and do not always reflect the market’s
willingness-to-pay.
Another factor affecting the assessment of whether objectives are in the public
interest is the presence of externalities. Generally, externalities are difficult to
measure because they are not reflected in an individual’s willingness-to-pay. For
example, it is difficult to measure the value of positive externalities associated with
the provision of public transport, such as environmental benefits and improved
access.
The degree to which responsible ministers are accountable to the public for the
objectives they approve may be limited. The public do not have a clear view of
what will maximise public welfare. As well, government accountability through the
ballot box is weak in relation to governance of GTEs because election outcomes are
usually determined by broader government policies.80 FINANCIAL
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In practice, the responsible minister(s) may delegate the task of assessing the public
interest to the public service. If this is the case, then non-accountable bureaucrats
may have undue influence (Podger 2002).
Responsible ministers are also guided by the policy platform of their political party.
Hence, a preference for low consumer prices might conflict with the long-term
commercial value of the GTE (Peltzman 1976; Viscusi, Vernon and
Harrington 1995).
6.2 Expression of objectives in statements of corporate
intent
The linkages between higher level objectives and performance indicators and
targets are generally not explained in the sample SCI. Consequently, it is not clear
that meeting performance indicators will also meet higher level objectives. For
simplicity, objectives from here on are classified as either measurable or
unmeasurable objectives.
Generally, a very small number of objectives are measured directly. Instead,
performance indicators are widely used. These indirect measures depend on a
number of assumptions (metrics) about the appropriate way to measure whether a
higher level objective has been achieved. In some cases, a number of indicators and
targets are associated with the same objective.
Measurability of objectives
Measurable objectives contribute to both greater accountability and to clarity of
purpose for GTEs. Accountability is improved because the community, as
stakeholders, can assess the performance of GTEs by comparing achievements
against objectives.
Measurable objectives provide GTEs with a clear understanding of their purpose,
allowing them to manage their resources more effectively and better meet
stakeholder expectations. Objectives are measurable where they are explicit or
unambiguous and verifiable.
Examples of relatively explicit objectives taken from the sample SCI include:
‘Maintain debt-free status’;
‘Improve productivity’; and
‘Meet customers’ demand for electricity’.GTE OBJECTIVES 81
Examples of objectives that are ambiguous, include:
‘to exhibit a sense of social responsibility by having regard to the interests of the
community in which it operates’;
‘applying total quality approach to technical excellence, commercial rigour and
environmental sensitivity’; and
‘compete vigorously and with integrity to be the market leader’.
There is little scope for misinterpretation of an objective such as ‘maintaining a
debt-free status’ and it is easily verifiable by stakeholders.
On the other hand, the objective ‘to compete vigorously and with integrity to be the
market leader’ is ambiguous and difficult to measure. On what basis should
stakeholders assess whether competition has been vigorous — by increased market
share, increased sales revenue or higher output? Should reputation be considered
when assessing market leadership and integrity, and how should it be measured?
At least half of the objectives set out in each of the sample SCI are expressed in an
unmeasurable or ambiguous manner. However, most of the sample SCI also contain
a number of unambiguous performance indicators and targets.
Objectives can either be expressed in terms of inputs, outputs or outcomes
(see box 6.1). The most effective way of making objectives measurable is to define
them in terms of quantifiable outcomes or outputs.
Objectives expressed as outcomes are more transparent as they are tangible to
stakeholders. Outputs and inputs require an explanation of the link between inputs
and outputs, and between outputs and outcomes to make outcomes clear to
stakeholders.
In the sample SCI considered, objectives are most commonly expressed as outputs.
Examples of quantifiable output objectives include:
‘ensure port infrastructure and services are available for port users’;
‘ensure (its) port safety functions are carried out properly’; and
‘meet customers’ demand for electricity’.
Objectives expressed as inputs are the second most common form of objective. For
example:
‘look for new ways to improve our performance and only do those things that ensure
our business is a success’;
‘our facilities will be constructed and maintained to ensure public safety’; and
‘maximising plant performance through effective plant operation’.82 FINANCIAL
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Box 6.1 Definition of input, output and outcomes
An objective is defined in the Macquarie Dictionary as ‘an end towards which efforts
are directed’. Objectives can either be expressed as inputs, outputs or outcomes. The
Macquarie Dictionary defines these as:
Input — that which is put in.
Output — quantity or amount produced, as in a given time.
Outcome — that which results from something; consequence or issue.
In the context of objective setting, inputs relate to the resources used and effort
employed by a GTE, outputs are the resulting products or services and outcomes are
the consequences of the outputs — that is, the consequences for customers and
stakeholders generally.
For example, an objective expressed as an input may be ‘increase spending on water
conservation’. Comparable objectives expressed as an output and an outcome may
be, ‘education of the public on the benefits of water consumption’ and ‘reduce water
consumption per household’, respectively.
Examples of quantifiable outcomes include:
‘achieve an accident free workplace’; and
‘be profitable and maximise long-term value’.
Performance indicators and targets
In almost all SCI, there is at least one unmeasurable objective and one performance
indicator that is not verifiable.
In most cases, objectives and performance indicators are reported in separate parts
of the SCI with little guidance as to which indicator belongs to which objective.4
Even where they are linked, it is generally unclear that the indicators and targets are
relevant to meeting an objective. When objectives are ambiguous it is impossible to
set relevant performance indicators. Also, board accountability is diminished.
The efficacy of performance indicators depends on their relevance and definition.
Indicators that are clearly defined and transparent generate trust and confidence that
governance arrangements are sound.
                                             
4 The grouping of objectives and performance indicators under categories in appendix C is based
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There is little comparability of performance indicators across GTEs, even among
GTEs in the same jurisdiction. For example, financial indicators are markedly
different for GTEs within a jurisdiction, despite them having the same financial
reporting requirements. In NSW, for example, three GTEs with the same financial
objective, ‘maximise the net worth of the State’s investment in the corporation’,
have different performance indicators (see table 6.1).
In some cases, performance indicators require contextual information in order to be
meaningful, including:
‘Customer loyalty index’; and
‘Average training standard’.
If performance indicators cannot be compared across GTEs, or if historical levels of
the indicator are not presented, it is difficult to determine whether a performance
target is achievable or if improvements have been made over time.
Table 6.1 Examples of financial objectives and performance indicators in
New South Wales, 2001–02
Objective Performance indicator
Maximise the net worth of the State’s
investment in the corporation
Operating profit before tax and capital contributions
Operating profit after tax and capital contributions
Return on net operating assets
Interest cover
New borrowings




Maximise the net worth of the State’s
investment in the corporation
Increase shareholder value
Debt level
Operating profit before income tax
Tax expense
Operating profit after income taxa
Income tax payable
Target dividend payable
To maximise the net worth of the State’s
investment in the Corporation
Operating profit before income tax expenseb
Operating profit after income tax expense
Contributions for capital works
Income tax payable
Income tax expense
a Income tax expense is income tax deducted from operating profit. b There are two targets — with and
without capital works.
Source: Summaries of statements of corporate intent (Appendix C).PART BELECTRICITY 87
7 Electricity
The financial performance of 21 electricity government trading enterprises (GTEs)
is reported in this chapter. The GTEs vary significantly in their size and the range of
generation, transmission and distribution services they provide.
In 2001-02, these GTEs generated $16  billion in revenue and controlled assets
valued at $47  billion. The group also returned just under $1.9  billion to their
respective owner–governments, through income tax-equivalent payments and
dividends.
The majority (16) of the monitored GTEs operated in the National Electricity
Market (NEM). The five monitored GTEs not currently operating in the NEM are
based in WA, Tasmania and the NT. Tasmania is due to enter the NEM in 2005,
following the completion of the Basslink interconnector.
For a discussion of the data and the financial indicators used and some of the factors
that should be considered when assessing performance, see chapter 3.
7.1 Monitored GTEs
The type of activities undertaken by electricity GTEs and their involvement in
ancillary services should be taken into account when comparing financial
performance.
There are four principal activities carried out by electricity businesses: generation of
electricity; the transmission of electricity at high voltages; the distribution of
electricity at low voltages; and the retailing of electricity to customers. Of the
21  GTEs monitored, nine generated electricity, three transmitted electricity and
seven distributed electricity and provided retail services (see table 7.1).
Western Power (WA) and the Power and Water Authority (NT) were the only fully
integrated electricity utilities monitored — providing generation, transmission,
distribution and retail services.Table 7.1 Activities — electricity GTEs, 2001-02
Electricity GTE Jurisdiction Activities
Generation Transmission Distribution Retail
Eraring Energy NSW ✓ ✘✘ ✘
Delta Electricity NSW ✓ ✘✘ ✘
Macquarie Generation NSW ✓ ✘✘ ✘
Transgrid NSW ✘ ✓ ✘ ✘
Australian Inland NSW ✘✘ ✓ ✓
Energy Australia NSW ✘✘ ✓ ✓
Integral Energy NSW ✘✘ ✓ ✓
Country Energy NSW ✘✘ ✓ ✓
CS Energy Queensland ✓ ✘✘ ✘
Stanwell Corporation Queensland ✓ ✘✘ ✘
Tarong Energy Queensland ✓ ✘✘ ✘
Enertrade Queensland ✓ a ✘✘ ✘
Powerlink Queensland ✘ ✓ ✘ ✘
Ergon Queensland ✘✘ ✓ ✓
ENERGEX Queensland ✘✘ ✓ ✓
Western Power Corporation WA ✓✓ ✓ ✓
Hydro-Electric Corporation Tasmania ✓ ✘✘ ✓
Transend Tasmania ✘ ✓ ✘ ✘
Aurora Tasmania ✘✘ ✓ ✓
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In addition to providing generation, transmission or distribution and retailing
services, many electricity GTEs are involved in engineering consulting services. In
2001-02, seven of the monitored GTEs also supplied gas and two — Australian
Inland, and the Power and Water Authority — were involved in supplying water.
The number of GTEs monitored has changed over the reporting period (see
table 7.2). In 2001-02, the number of monitored NSW distribution businesses fell
from six to four following the merger of NorthPower, Advance Energy and Great
Southern Energy to form Country Energy. Pacific Power was also not monitored in
2001-02 as it was no longer involved in the generation of electricity. The Power and
Water Authority was monitored by the Commission for the first time.
In the ACT, ACTEW Corporation Limited (ACTEW) is a government-owned
holding company which contracts the provision of electricity to ActewAGL, a
joint-venture with AGL — a private energy services company.1
There are no electricity GTEs from Victoria or SA as the electricity supply is fully
privatised in these states. In Victoria, the distribution GTEs were sold to the private
sector during 1995-96. In March 1996, Yallourn Energy Limited, the generation
GTE, was also sold. In SA, electricity GTEs were progressively restructured and
their assets sold or transferred under long-term lease to the private sector in 1999
and 2000.
Table 7.2 Changes to monitored electricity GTEs, 1997-98 to 2001-02
Period Number Monitored Included Excluded
1997-98 19
1998-99 21 Aurora Energy,
Transend
1999-00 22 Ergon
2000-01 23 Eraring Energy







a Country Energy was formed from a merger of NorthPower, Advance Energy and Great Southern Energy.
Over the reporting period, the total asset base for the monitored electricity GTEs
has risen in real terms from $35.3 billion in 1997-98 to over $47 billion in 2001-02
(see figure 7.1).
                                             
1 Most of ACTEW’s assets and revenue are associated with the provision of water services. It’s
financial performance is discussed in chapter 8.90 FINANCIAL
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The growth in assets has not been consistent across GTEs. The asset base of
distribution GTEs increased by 81 per cent, in real terms, over the reporting period,
while generation GTEs’ total assets rose by only 3 per cent and integrated GTEs’
total assets fell by 34 per cent — mainly due to the transfer of functions and assets
from integrated generators into new entities.


























Monitored over the entire period Monitored from 1998-99
Monitored from 1999-00 Monitored from 2000-01
Monitored from 2001-02
Note The value of sector assets prior to 2001-02 was converted to 2001-02 dollars using the implicit price
deflator — Gross Fixed Capital Formation of Public Corporations (see chapter 3).
Sources: Productivity Commission estimates.
The size of the monitored electricity GTEs, in terms of the value of the assets
controlled and revenue, varied substantially in 2001-02 (see figure  7.2), The
smallest in terms of asset value was Australian Inland ($157 million) and the largest
was EnergyAustralia ($5.3 billion).ELECTRICITY 91



















































Source: Productivity Commission estimates.
7.2 Market  Environment
Governments have introduced reforms aimed at improving the efficiency and
financial performance of electricity GTEs. Reforms have focused on the governance
of GTEs, the efficiency of the production process and the competitiveness of market
structures in which the GTEs operate. These reforms have implications for the
financial performance of GTEs and the comparison of performance over time.
The National Electricity Market
Over the reporting period, the most significant change to the market environment in
which GTEs operated was the continued development of the NEM and the
progressive introduction of choice of electricity supplier (see table 7.3). The NEM
is a wholesale market for the supply and purchase of electricity. There are
associated access regimes for the transmission and distribution networks in NSW,
Victoria, Queensland, SA and the ACT.Table 7.3 Timetable for retail competition — by jurisdiction, 1996 to 2003
Jurisdiction 1996 1997 1998 1999 2000 2001 2002 2003
































































Note 1000 KWh = 1 MWh, 1000 MWh = 1 GWh. Amounts refer to the minimum annual electricity a customer must consume to be eligible to choose their supplier.
Source: GSE (2001).ELECTRICITY 93
The National Electricity Market Management Company (NEMMCO) manages the
NEM, in accordance with the National Electricity Code (the Code). The Code
specifies the market arrangements that govern the operation of the wholesale spot
market, such as system security requirements, rules for bids and dispatch of
generating capacity, and metering standards. The NEM officially commenced
operating in December  1998, although trade between the NSW and Victorian
wholesale markets commenced in May 1997.
The development of the NEM has a number of implications for GTE performance.
Most electricity GTEs now face greater competition than they have in the past —
through the introduction of supplier choice in retail markets. Competition among
generators and retailers has been facilitated in most jurisdictions by the adoption of
the access provisions of the Code for their distribution and transmission networks.
These provisions give retailers and businesses purchasing wholesale electricity a
right of access to these networks.
With the introduction of the NEM, electricity GTEs have had to come to terms with
operating effectively in this new environment. There have been increases to
wholesale electricity prices and significant price volatility in some parts of the
NEM. As the NSW Treasury commented in 2001,
From a financial perspective Australia’s national electricity market is one of the riskiest
markets in the world. The wholesale market price for electricity can rise or fall by
10  000  per  cent within half an hour. No other commodity trades with such price
volatility (NSW Treasury 2001).
Although changes to market rules in 2001-02 reduced extreme price volatility, there
was still significant variation in average prices over time and between spot markets
in the NEM (see figure 7.3).
The price differentials in the NEM’s five market regions are due to differences in
generator cost structures, regional demand and the limits of arbitrage. Arbitrage is
the purchase of a commodity (electricity) in one market for immediate resale in
others in order to profit from unequal prices. The physical limitations of existing
interconnectors and the costs associated with transmitting electricity over large
distances (including the loss of electricity) limit arbitrage in the NEM.94 FINANCIAL
PERFORMANCE
MONITORING
Figure 7.3 Average wholesale prices — National Electricity Market,

















































NSW Queensland Snowy Victoria SA
Data source: NEMMCO (2003).
Although WA and the NT are not party to the NEM, both have introduced choice in
electricity supplier for large users of electricity under commitments to National
Competition Policy. In addition, the Electricity Corporation Act 1994 (WA) and
Electricity Networks (Third Party Access Act (NT) provide for third-party access to
the respective electricity transmission network.
The Electricity Reform Task Force (WA) has recently recommended the vertical
dissaggregation of Western Power within the South–West Interconnected System
(SWIS) (ERTF 2002). The task force recommended that Western Power be
separated into generation; transmission and distribution; and retail entities.
Following this separation, the task force has recommended the establishment of a
‘NEM-style’ wholesale electricity market in the SWIS.
Price and environmental regulation
Most of the monitored electricity GTEs operate under some form of price
regulation. In NSW, the Independent Pricing and Regulatory Tribunal (IPART)
regulates distribution and electricity prices for non-contestable customers on behalf
of the Australian Competition and Consumer Commission (ACCC). Prices toELECTRICITY 95
customers who use more than 160 MWh per year are unregulated. IPART was also
responsible for regulating the transmission network until July  1999, when this
responsibility was transferred to the ACCC.
In January  2001, the NSW Government commenced operation of the Electricity
Tariff Equalisation Fund (ETEF) to reduce the market risk faced by retail suppliers
of electricity (NSW Treasury 2000). According to NSW Treasury, the ETEF is
designed to allow the government to offer regulatory price protection to retail
customers (who purchase less than 160  MWh per annum), whilst ensuring that
suppliers are not exposed to unacceptable financial risk. Essentially the ETEF
operates to insulate NSW retailers and their customers from price movements in the
NEM.2
In Queensland, prices for small customers are set by the Minister for Energy. The
Treasurer was responsible for regulating the prices charged for use of the
transmission network, until the ACCC took over this responsibility in January 2002.
The Queensland Competition Authority has had responsibility for distribution
network prices since December 2000.
In June 1999, Queensland introduced the Benchmark Pricing Agreement (BPA).
The BPA is a negotiation between the Queensland Treasury and the Queensland
retail GTEs — Energex and Ergon. Under a BPA, a retailer will receive a
negotiated payment (community service obligation (CSO)) if the regulated revenue
they receive from non-contestable customers is less than the cost of their energy
purchases. If this revenue exceeds expenses, then the GTE must pay a franchise
surplus (or negative CSO) to the Queensland Treasury (COAG 2002).
In Tasmania, the Office of the Tasmanian Electricity Regulator sets maximum
charges for the generation, transmission and distribution of electricity, as well as
maximum retail tariff prices.
In the Northern Territory, retail prices for non-contestable customers are set by the
Government. The Utilities Commission sets Power the maximum allowable revenue
Power and Water Authority can earn from network access tariffs and charges.
On 8  December  2000, the Federal Parliament passed the Renewable Energy
(Electricity) Act 2000, which implemented a 2 per cent renewable energy target to
                                             
2  The ETEF operates as follows. When the market price is higher than the energy cost
component retailers may recover from regulated customers, retailers withdraw the difference
from the fund, enabling them to earn a commercial return whilst selling at the regulated tariff.
If the market price is lower, then retailers pay the difference into the fund. If the fund slips into




increase the contribution of renewable energy sources to electricity supply in
Australia. From 1 April 2001, energy wholesalers have had to purchase increasing
amounts of electricity generated from renewable sources. Most electricity
generation GTEs are pursuing investment opportunities, including wind and solar
power, to meet this target and also satisfy consumer demand for ‘green’ energy.
Structural reform
The Australian electricity supply industry developed on a state-by-state basis with
vertically integrated, government-owned utilities. The major driver for structural
reform in the electricity industry, during the 1990s, was a series of inter-
governmental agreements, culminating in the National Competition Policy (NCP)
agreements, aimed at establishing the competitive NEM.3 The intention behind
structural change within the electricity supply industry was to introduce competition
in the generation and retail sectors by separating these competitive elements from
the natural monopoly elements of transmission and distribution.4
In NSW, Pacific Power was restructured on 1 February 1995 into a transmission
network and three generator businesses. Pacific Power’s transmission activities
were transferred to TransGrid and six of Pacific Power’s power stations were
transferred to two new generators — Delta Electricity and Macquarie Generation.
On 2  August  2000, the remaining generation assets of Pacific Power were
transferred to a new generation company, Eraring Energy.
NSW’s 25 existing electricity distributors were amalgamated, in October 1995, to
form six new distribution businesses — Integral Energy, Advance Energy, Great
Southern Energy, NorthPower, EnergyAustralia and Australian Inland Energy and
Water.5 On 1 July 2001, the NSW Government merged three distributors — Great
Southern Energy, North Power and Advance Energy — to form Country Energy.
                                             
3  In July 1991, governments agreed to work co-operatively to improve competitiveness in the
electricity industry and the National Grid Council was established. In June  1993, six
governments (Commonwealth, NSW, Victoria, Queensland, South Australia and the ACT)
committed to undertake reforms necessary to allow a competitive electricity market to
commence from July 1995. At the April 1995 Council of Australian Governments meeting,
these reforms were extended and brought within the NCP process.
4  An industry is considered to be a natural monopoly if total costs of production are lower when
a single firm produces the entire industry output, than when two or more firms produce the
same output. It is generally accepted that electricity transmission and distribution networks
exhibit some natural monopoly characteristics.
5  Australian Inland Energy and Water traded as Australian Inland Energy to 15 December 2000.ELECTRICITY 97
In Queensland, AUSTA Electric was horizontally separated into three generators —
CS  Energy, Stanwell Corporation and Tarong Energy — which commenced
operating on 1  July  1997. At the same time, the Queensland Transmission and
Supply Corporation’s (QTSC) eight subsidiaries — seven regional distributors and
the Queensland Electricity Transmission Corporation, trading as Powerlink — were
established as independent government-owned corporations.
Three entirely new retail corporations were established and two of these merged to
form Ergon Energy Pty Ltd.6 Ergon Energy Pty Ltd was owned by six of the
regional distribution corporations. On 30  June  1999, the six regional distributors
amalgamated to form Ergon Energy Corporation, of which Ergon Energy Pty Ltd
became a wholly-owned subsidiary.
The Queensland Power Trading Corporation (QPTC) was established to assist in the
transition to the new industry structure by finalising a range of financial and
administrative matters arising from the restructure of the QTSC. The QPTC was
also involved in trading electricity generated by a number of private sector
generators. Although originally established as a transitional body, the QPTC
became Queensland’s fourth generation GTE in June 1999. In July 1999, the QPTC
was renamed Enertrade.
In WA, Western Power was established in 1995 as a government-owned
corporation following the disaggregation of the State Energy Commission of WA.
In Tasmania, the Hydro-Electric Corporation (HEC) was restructured into three
businesses on 1 July 1998. The HEC retained responsibility for generation, while
the transmission network was transferred to Transend Networks and the retailing
and distribution functions were transferred to Aurora Energy.
7.3 Profitability
Profitability indicators provide information on how GTEs are using the assets
vested in them by shareholder governments to generate earnings.
Profitability is influenced by a number of factors including prices (and therefore
price regulation when applicable), business volumes and expenses. Other factors,
such as changes in asset values and capital restructuring, will also influence
                                             
6  Ergon Energy Pty Ltd was formed through a merger of the Northern Electricity Retail
Corporation (Omega Energy) and Central Electricity Retail Corporation (Ergon Energy) in
February 1998. The third electricity retailer was Energex.98 FINANCIAL
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measures of profitability through the impact of depreciation and restructuring
expenses.
Pre-tax operating profit varied over the reporting period, although most of the
electricity GTEs generally made positive operating profits. A small number of
GTEs reported operating losses over part of the reporting period.
The Snowy Mountains Hydro-Electric Authority (SMHEA) made an operating loss
in each year of the reporting period. This largely reflects the way the Authority is
funded and the impact of an asset revaluation in 1991.7
Enertrade reported operating losses in 2000-01 and 2001-02 primarily due to
contracts entered into prior to commencement of the NEM. The conditions of
Enertrade’s purchase contracts (power-purchase agreements) are expected to result
in significant future losses (Enertrade 2002).
Over the reporting period, most electricity GTEs recovered between
100 and 150 per cent of operating costs (see figure 7.4). Cost recovery measures the
ability of a GTE to generate adequate revenue to meet expenses. A cost recovery
ratio below 100 per cent suggests that a GTE is unable to meet its operating costs
even before the cost of servicing debt is taken into account.
In 2001-02, three of the five highest cost recovery ratios were recorded by
transmission GTEs, with TransGrid and Powerlink recording cost recovery ratios of
over 150 per cent. Distribution GTEs, as a group, recorded the lowest average cost
recovery ratio of 113 per cent.
The SMHEA’s cost recovery ratio was below 100 per cent throughout the reporting
period and below 90 per cent in 1999-00 and 2000-01. Enertrade’s cost recovery
ratio fell from 104 per cent in 1999-00, to 97 per cent in 2000-01 and 90 per cent in
2001-02.
                                             
7  The SMHEA receives funding based on its net cost of production. Under its enabling
legislation, additional depreciation charges resulting from the asset revaluation are not taken
into account when determining the net cost of production.ELECTRICITY 99















































Note Each data point represents the cost recovery ratio for a government trading enterprise in that financial
year. Cost recovery is the ratio of  revenue from operations to expenses from operations. Revenue from
operations is calculated by subtracting investment income and receipts from governments to cover deficits
from total revenue. Expenses from operations are calculated by subtracting gross interest expense from total
expenses. Prior to 2000-01, abnormal items were also subtracted from operating expenses and revenue.
Source: Productivity Commission estimates.100 FINANCIAL
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The average return on assets for electricity GTEs as a whole fell over the reporting
period. However, the return on assets for individual GTEs and different types of
electricity GTEs over the reporting period is quite diverse (see  figure  7.5). The
variability reflects the influence of restructuring expenses, asset revaluations and the
continuing development of the NEM. For example, the opening up of
interconnectors and the introduction of retail contestability has affected the
operating results of different GTEs at different times during the reporting period.
The variation in profitability within the sector is also reflected in the return on
equity ratio. Most of the monitored electricity GTEs have had variable return on
equity ratios over the reporting period.
It does not appear that electricity GTEs generally are achieving a sufficient return
on their assets when compared to benchmark returns recommended and applied by
regulatory agencies.
IPART suggest that a nominal pre-tax return of 8.5 per cent would be a sufficient
pre-tax return on assets for electricity GTEs, taking into account the risks faced by
entities operating in the sector (IPART  1998). Similarly, the Queensland
Competition Authority has recommended returns for its distribution GTEs of
8.1 per cent for 2001-02 (QCA 2000). In Victoria, the benchmark pre-tax return for
the regulated activities of the private distributors ranges from 6.8  per  cent to
7.2 per cent.
In 2001-02, only five of the 21  monitored GTEs achieved a return on assets in
excess of 8 per cent, compared to eight in 2000-01 and eleven in 1999-00. The
median rate of return has also fallen among generation and distribution GTEs since
the start of the reporting period.ELECTRICITY 101


















































Note Return on assets is the ratio of earnings before interest and tax (EBIT) to average total assets. EBIT is
calculated by subtracting total expenses from total revenue (includes abnormals) and adding back gross
interest expense. Average total assets is the average of the value of assets at the beginning and end of each
financial year. Where an average was not available, the value of total assets at the end of the financial year
was used.




Financial management indicators provide information about the capital structure of
GTEs and their ability to meet the cost of servicing debt and other liabilities as they
fall due.
Governments have, on occasion, imposed financial restructuring on their electricity
GTEs. This has generally involved the transfer of both assets and liabilities to State
and Territory governments, and the withdrawal of equity. Financial restructuring
adds to the difficulty of comparing financial performance over time.
Examples of capital restructuring by shareholder governments are described below:
•   In 2000-01, over $3.5 billion in equity was returned to the NSW Government
from the NSW distribution GTEs, Delta Electricity, Macquarie Generation and
the transmission GTE TransGrid. In 2001-02, a further $150  million was
returned. The GTEs increased their borrowings by a commensurate amount to
pay for this return. This transfer affected financial management indicators,
including the debt to equity, debt to total assets, interest cover and leverage
ratios.
•   In Queensland, Powerlink was required to make interest free loans (valued at
$249  million) to the State in 1997-98, as part of a capital restructure. This
resulted in a 90 per cent increase in debt as Powerlink borrowed funds to make
the payment. In 1998-99, $249  million of contributed equity was withdrawn,
which resulted in an increase in the debt to equity, debt to total assets and total
liabilities to equity ratios in that year. Similar restructuring occurred during
1999-00 and 2000-01. In 1999-00, an interest free loan of $150 million loan was
made to the Queensland Government (funded by an increase in Powerlink debt).
In 2000-01, contributed equity was reduced by the same amount, concluding the
transaction.
•   In 1997-98, the Queensland distributor Energex was directed to make interest
free loans (valued at $300 million) to the Queensland Government, as part of a
capital restructure. These were financed through an increase in Energex’s
long-term debt.
A number of electricity GTEs have reduced their debt levels through financial
restructuring, which has allowed them to reduce repayment periods and to negotiate
improved interest terms. For example, during 1999-00 and 2000-01, the HEC paid
out loans with a face value of $317 million and interest rate swaps of $898 million
prior to maturity — reducing their borrowing costs by 20 per cent from 1998-99
levels.ELECTRICITY 103
In 2001-02, all of the electricity GTEs had debt to total asset ratios within the
30 to 60 per cent range (see figure 7.6). The median debt to total assets ratio was
just over 30 per cent for generation GTEs, with transmission and distribution GTEs
both around 46 per cent.
In 2001-02, nine electricity GTEs had an interest cover of over three times — up
from five in 2000-01. Only two GTEs had negative interest cover. Six GTEs had
interest cover multiples of less than two and there does not appear to be a large
margin to insulate these GTEs from increases in interest rates or falling revenues.
Higher interest rates or reduced revenues could see these GTEs unable to meet their
debt repayment commitments from current earnings.104 FINANCIAL
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Note Each data point represents the debt to total assets ratio for a government trading enterprise in that
financial year. Debt is defined to include all repayable borrowings (interest bearing and non-interest bearing),
interest bearing non-repayable borrowings and finance leases. Average total assets is the average of the
value of assets at the beginning and end of each financial year. Where an average was not available, the
value of total assets at the end of the financial year was used.
Source: Productivity Commission estimates.ELECTRICITY 105
7.5 Financial transactions
As part of the reform process, governments have increased the commercial focus of
GTEs and facilitated competitive neutrality by exposing them to incentives and
regulations similar to those faced by private sector businesses. For a more detailed
discussion of competitive neutrality principles, see chapter 2.
The introduction of income tax-equivalent regimes, requirements to pay dividends
and debt guarantee fees are examples of how governments have imposed the
principles of competitive neutrality on their electricity GTEs.
Over the reporting period, an increasing number of electricity GTEs have made
tax-equivalent and dividend payments. Most now make such payments. An
exception is the SMHEA, which operated on a cost recovery basis and was not
required to make dividend or tax-equivalent payments.
Prior to 1999-00, tax-equivalent payments were based on a company tax rate of
36 per cent. Under tax-effect accounting, income tax-equivalent expenses for any
year may differ from the actual amount of tax paid to the State and Territory
governments for that year because of permanent and timing differences. Changes in
the company tax rate introduced by the Commonwealth Government in
December 1999 led to the restatement of deferred tax liabilities in 1999-00.8 As a
result of this adjustment, tax-equivalent payments by electricity GTEs in 1999-00
were reduced by $240 million (36 per cent).
Dividend payments represent a return on shareholder funds and their size reflects
financial performance. In 2001-02, NSW electricity GTEs paid $404  million in
dividend payments, Queensland electricity GTEs paid $664  million, whilst
Tasmanian and WA electricity GTEs returned $83  million and $117  million
respectively. The Power and Water Authority returned $9.2  million to the
NT Government. NSW GTEs reported the highest average dividend to equity ratio
(8.5 per cent), followed by Queensland (6.5 per cent).
There has been significant variation in the level of dividends paid or provided for by
the monitored electricity GTEs as a whole over the reporting period (see figure 7.7).
As part of the reform process, governments moved to identify, cost and fund CSOs
they imposed on electricity GTEs. CSO funding is received for the provision of
rebates, concessions, the uneconomic supply of electricity to some customers and
for electrical inspections.
                                             
8 The company tax rate fell to 34 per cent for 2000-01 and then to 30 per cent from 2001-02.106 FINANCIAL
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Several of the electricity GTEs received CSO funding over the reporting period.
Generally, retailers meet these obligations although there are some examples of
CSOs being paid to generation GTEs.
In 2001-02, CSO payments to electricity GTEs amounted to over $391  million.
Around 76 per cent of all CSO payments were made to distribution GTEs.9
                                             
9  This figure was the amount disclosed by the GTEs in their annual reports. Some GTEs did not
separately disclose the value of CSO payments made to them during 2001-02. These
undisclosed payments have not been included in the total.ELECTRICITY 107
Figure 7.7 Dividend and income tax-equivalent payments — electricity

























































Monitored over the entire period Monitored from 1998-99
Monitored from 1999-00 Monitored from 2000-01 Monitored from 2001-02
Note The value of dividends and tax-equivalent payments prior to 2001-02 were converted to 2001-02 dollars
using the implicit price deflator — Gross Fixed Capital Formation of Public Corporations (see chapter 3).
Source: Productivity Commission estimates.ELECTRICITY 109




















Power and Water Authority (NT)
Snowy Mountains Hydro-Electric Authority (Commonwealth)110 FINANCIAL
PERFORMANCE
MONITORING
DELTA ELECTRICITY New South Wales
Delta Electricity (Delta) operates under the State Owned Corporations Act 1989
(SOC  Act) and the Energy Services Corporations Act 1995 (ESC Act).  Delta’s
primary business is the generation of electricity, most of which is sourced from four
coal-fired power stations with a combined generation capacity of 4240 MW. It also
owns two small hydro-electric plants.
Delta generates electricity for sale into the National Electricity Market (NEM) — to
which it contributes around 13 per cent of total supply. Although Delta does not
face direct price regulation, it is subject to the rules and conditions governing the
NEM.
Pre-tax operating profit was 24  per  cent lower in 2001-02, attributed to reduced
revenue from electricity sales, which were 3 per cent lower than the previous year.
The reduction in sales was the product of mild weather conditions (which reduced
overall demand) and increased competition from interstate generators. Profitability
was also affected by an unexpected reduction of $14  million in the earnings of
superannuation funds.
In 2000-01, Delta returned $380  million in contributed equity to the NSW
Government. The return was paid for with borrowings, increasing the level of
Delta’s debt by a commensurate amount. Overall, debt increased by almost
110 per cent in 2000-01, the only time debt increased over the reporting period.1
Under the provisions of the SOC Act, Delta is required to make tax-equivalent and
dividend payments.2 Dividend payments are made in accordance with the share
dividend scheme, which is determined by the voting shareholders and as required by
the ESC Act. Dividend payments decreased in 2001-02, for the first time during the
reporting period.
In 1997-98, Delta received $5.4  million in community service obligation (CSO)
payments from the NSW Government for subsidised sales contracts transferred to it
on its establishment. It has received no other CSO income over the reporting period.
                                             
1  The capital restructure affected several financial performance ratios, notably return on equity,
debt to equity, debt to total assets, total liabilities to equity and leverage ratios, all of which
increased. If the effects of the restructure are factored out, the debt to equity, debt to total assets
and leverage ratios would have been lower than their 1999-00 levels.
2  In July 2001, Delta became subject to the National Tax Equivalent Regime.ELECTRICITY 111
DELTA ELECTRICITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00a 2000-01b 2001-02
Size
Total assets $m  1 337  1 361  1 492  1 555  1 600




$’000  54 636  60 684  158 671  188 072  142 359
Operating sales margin %   15.3   16.0   28.0   28.9   26.8
Cost recovery %   118.1   119.0   133.6   140.6   136.6
Return on assets %   6.5   6.9   13.5   14.8   12.7
Return on equity %   4.5   5.3   16.1   23.2   24.3
Financial management
Debt to equity %   58.8   57.8   46.2   190.3   183.9
Debt to total assets %   30.0   31.2   24.6   48.0   46.2
Total liabilities to equity %   85.2   87.0   96.1   304.8   303.9
Interest cover times   2.5   2.9   5.7   6.1   3.4
Current ratio %   117.5   96.4   134.3   127.1   126.7
Leverage ratio % 185.2 187.0 196.1 404.8 403.9
Payments to and from government
Dividends $’000 21 402 32 695 86 653 119 740 85 482
Dividend to equity ratio %   3.0   4.5   11.6   20.9   21.9
Dividend payout ratio %   67.1   85.0   72.4   90.0   90.0
Income tax expense $’000 22 733 22 218 38 966 55 028 47 379
CSO fundingc $’000 5 400 0 0 0 0
a Includes an abnormal gain of $26 million related to surpluses in superannuation funds. A fall in the future
company tax rate reduced tax-equivalent payments by $18 million. b Delta Electricity returned $380 million in
contributed equity to the NSW Government. The return was paid for with additional borrowings, increasing the
level of debt by a commensurate amount. c In 1997-98, Delta received $5.4 million in community service





MACQUARIE GENERATION NEW SOUTH WALES
Macquarie Generation (Macquarie) operates under the State Owned Corporations
Act 1989 (SOC Act) and the Energy Services Corporations Act 1995 (ESC Act). It
currently operates two coal-fired power stations — Bayswater and Liddell — with a
combined generating capacity of 4640 MW.
Macquarie generates electricity for sale into the National Electricity Market (NEM)
— to which it contributes over 14 per cent of total supply. Although Macquarie
does not face direct price regulation, it is subject to the rules and conditions
governing the NEM.
In 2001-02, pre-tax operating profit rose by over 27  per  cent ($38  million),
primarily due to a fall in operating expenses of almost $39 million. Revenues from
electricity sales remained steady, despite an 8  per  cent fall in the average NSW
electricity spot price and increased competition from interstate generators.
The value of Macquarie’s total assets increased by almost $62 million in 2001-02
— despite a 4 per cent reduction in the value of its property, plant and equipment —
due to large increases in the value of its receivables and cash assets.
Macquarie’s debt to equity and debt to total assets ratios both fell in 2001-02, due to
the increase in assets and a reduction in debt. However, these movements were
relatively insignificant, compared to those of the previous year.1
Under the provisions of the SOC Act, Macquarie is required to make tax-equivalent
and dividend payments. Dividend payments are made in accordance with the share
dividend scheme, which is determined by the voting shareholders and as required by
the ESC Act. Dividend payments have increased throughout the reporting period.
In July 2001, Macquarie became subject to the National Tax Equivalent Regime.
                                             
1  In 2000-01, Macquarie’s debt and equity levels were significantly affected by the return of
$240 million in contributed equity to the NSW Government. The return was paid for with
additional borrowings, increasing the level of Macquarie’s debt. The capital restructure affected
several financial performance ratios, notably return on equity, debt to equity, debt to total
assets, total liabilities to equity and leverage ratios, all of which increased.ELECTRICITY 113
MACQUARIE GENERATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00a 2000-01b 2001-02
Size
Total assets $m  2 199  2 138  2 158  2 065  2 127
Total revenue $m   696   719   733   808   815
Profitability
Operating profit  before
tax, (includes abnormals)
$’000  53 518  70 141  65 134  143 230  181 571
Operating sales margin %   19.2   21.3   19.2   26.4   31.4
Cost recovery %   123.3   126.5   132.5   135.9   145.8
Return on assets %   6.0   7.1   6.7   10.3   12.3
Return on equity %   3.7   4.7   6.3   12.7   17.5
Financial management
Debt to equity %   107.3   98.6   86.9   135.2   130.0
Debt to total assets %   45.0   42.4   38.0   44.5   42.9
Total liabilities to equity %   135.3   129.6   129.5   197.2   207.4
Interest cover times   1.7   1.8   1.8   3.0   3.4
Current ratio %   73.4   44.4   81.3   54.3   64.3
Leverage ratio % 235.3 229.6 229.5 297.2 307.4
Payments to and from government
Dividends $’000 35 000 40 000 50 000 100 000 125 000
Dividend to equity ratio %   3.8   4.3   5.3   12.2   18.0
Dividend payout ratio %   100.9   91.6   84.4   96.5   103.0
Income tax expense $’000 18 840 26 468 5 918 39 597 60 257
CSO fundingc $’000 20 336 18 153 7 854 0 0
a Abnormal revenue relating to investment returns on externally managed superannuation funds of $19 million
was reported. This was offset by an abnormal loss of $53 million due to the termination of a long-term coal
supply contract. The fall in income tax-equivalent payments reflects a $18 million downward adjustment due to
a reduction in the future company tax rate. b Macquarie returned $240 million in contributed equity to the NSW
Government. The return was paid for with additional borrowings, increasing the level of debt by a
commensurate amount. c Until 1999-00, the NSW Government provided Macquarie Generation with funding
for the provision of community service obligations. Macquarie Generation was reimbursed for the full cost of
providing rebates and subsidies to certain customers in line with NSW Government policy decisions.
Community service obligations (and funding) ceased on 5 December 1999.114 FINANCIAL
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ERARING ENERGY New South Wales
Eraring Energy (Eraring) operates under the State Owned Corporations Act 1989
(SOC Act) and the Energy Services Corporations Act 1995 (ESC Act).1
Eraring generates and trades electricity within the National Electricity Market. Its
generation assets have a capacity of 3041  MW, from coal, hydro and wind
electricity plants — the largest being the Eraring coal-fired power station which
provides around 90  per  cent of the company’s output. Eraring also has a
wholly-owned subsidiary, Pacific Western, which operates the Collie Power Station
in WA, under contract to Western Power.
Pre-tax operating profit was almost $49 million, 32 per cent higher than 2000-01.
The increase was mainly due to an 8 per cent rise in revenue from electricity sales,
from the sale of generation assets ($9.4 million), and from the write-back of an
insurance provision ($27 million). These increases in revenue were partially offset
by higher operating expenses.
The debt to equity and debt to total asset ratios were significantly lower in 2001-02
than the previous year, because of a 48 per cent reduction in the level of debt after
the NSW Government re-purchased $150 million of Eraring’s debt.
Under the provisions of the SOC Act, Eraring is required to make tax-equivalent
and dividend payments. Dividend payments are made in accordance with the share
dividend scheme, which is determined by the voting shareholders and as required by
the ESC  Act. In 2001-02, Eraring returned over $47  million to the NSW
government in tax-equivalent and dividend payments.
Eraring received $59 000 in community service obligation payments from the NSW
Government in 2001-02.
                                             
1  Eraring was established on 1  July  2000 under the Energy Services Corporations (Eraring
Energy) Regulation 2000. On 2 August 2000, it commenced operations following the transfer
of generation assets, staff, rights and liabilities from Pacific Power.ELECTRICITY 115
ERARING ENERGY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m n.r. n.r. n.r.  1 319  1 327




$’000 n.r. n.r. n.r.  36 812  48 574
Operating sales margin % n.r. n.r. n.r.   17.6   11.3
Cost recovery % n.r. n.r. n.r.   121.3   112.7
Return on assets % n.r. n.r. n.r.   6.2   4.5
Return on equity % n.r. n.r. n.r.   2.7   3.2
n.r. n.r. n.r.
Financial management
Debt to equity % n.r. n.r. n.r.   28.1   12.6
Debt to total assets % n.r. n.r. n.r.   18.9   9.9
Total liabilities to equity % n.r. n.r. n.r.   49.0   27.7
Interest cover times n.r. n.r. n.r.   1.8   5.2
Current ratio % n.r. n.r. n.r.   72.2   104.2
Leverage ratio % n.r. n.r. n.r. 149.0 127.7
Payments to and from government
Dividends $’000 n.r. n.r. n.r. 19 479 36 471
Dividend to equity ratio % n.r. n.r. n.r.   2.2   3.8
Dividend payout ratio % n.r. n.r. n.r.   80.8   119.1
Income tax expense $’000 n.r. n.r. n.r. 12 716 17 954
CSO funding $’000 n.r. n.r. n.r. 125 59




TRANSGRID New South Wales
TransGrid operates under the State Owned Corporations Act 1989 (SOC Act). It
was established under the Electricity Transmission Authority Act 1994 and was
corporatised on 14  December  1998 under the Energy Services Corporations
Amendment (TransGrid Corporatisation) Act 1998.
TransGrid is responsible for the management and development of the NSW high
voltage electricity transmission network — the largest high voltage network in
Australia. It transmits power between generators and bulk distributors, some large
direct customers as well as to interconnectors linking Victoria, SA and Queensland
through the National Electricity Market (NEM).1
The Australian Competition and Consumer Commission is responsible for
determining the allowable revenue applying to TransGrid’s regulated transmission
assets.
In 2001-02, pre-tax operating profit was over $53 million, a turn-around of over
$138 million on the previous year’s loss. The improved operating result was mainly
due to there being no debt restructuring expenses incurred in 2001-02, whereas in
2000-01, TransGrid faced a $162 million expense, due to debt restructuring.2
Financial management indicators were relatively stable in 2001-02, compared to the
large movements that took place the previous year. The 2000-01 capital restructure
significantly affected TransGrid’s financial performance. The debt to equity, debt to
total assets, total liabilities to equity and leverage ratios, all increased.
TransGrid has made tax-equivalent and dividend payments over the reporting
period. No dividend was required by the NSW Government in 2001-02, or the
previous year. TransGrid has not been required to meet any community service
obligations by the NSW Government over the reporting period.
                                             
1 Following the initial establishment of the NEM during 1996-97, TransGrid had the role of
market and system operator for NSW, responsible for the development and operation of the
NSW wholesale electricity market. This role was subsequently transferred to the National
Electricity Market Management Company in December 1998.
2 In 2000-01, TransGrid returned $260 million of equity to the NSW Government as part of a
capital restructure. The gains and losses incurred on the debt restructure were written off in that
year, in accordance with Accounting Guidance Release AAG  11, Debtors and Debt
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TRANSGRID (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01c 2001-02
Size
Total assets $m  2 095  2 238  2 392  2 550  2 674
Total revenue $m   374   371   354   360   381
Profitability
Operating profit before
tax ( includes abnormals)
$’000  95 765  90 487  152 763 -84 968  53 092
Operating sales margin %   50.0   48.1   64.1 -3.3   35.4
Cost recovery %   193.4   192.5   226.8   172.4   154.7
Return on assets %   8.9   8.3   9.8 -0.4   5.2
Return on equity %   5.5   4.9   10.4 -9.6   2.3
Financial management
Debt to equity %   71.4   60.8   64.8   121.1   119.6
Debt to total assets %   37.4   35.2   37.4   52.0   50.7
Total liabilities to equity %   89.7   78.2   78.9   140.4   141.5
Interest cover times   2.0   2.0   3.0 -0.1   1.6
Current ratio %   106.1   49.9   160.4   73.4   51.0
Leverage ratio % 189.7 178.2 178.9 240.4 241.5
Payments to and from government
Dividends $’000 49 616 54 105 54 623 0 0
Dividend to equity ratio %   4.6   4.6   4.2 0 0
Dividend payout ratio %   82.8   92.8   40.6 0 0
Income tax expense $’000 35 848 32 164 18 345 29 567 27 774
CSO funding $’000 0 0 0 0 0
a TransGrid’s transmission assets were revalued using the optimised depreciated replacement cost
methodology. This resulted in an $153 million increase. b Includes an abnormal gain of $66 million due to
previous overfunding of superannuation contributions. A change in accounting policy led to interest on some
capital expenditure being capitalised. Income tax-equivalent payments were adjusted downwards by
$11 million due to a reduction in the future company tax rate. c TransGrid returned $260 million of contributed
equity to the NSW Government as part of a capital restructure. Debt increased by a commensurate amount.




AUSTRALIAN INLAND ENERGY AND New South Wales
WATER INFRASTRUCTURE
Australian Inland Energy and Water Infrastructure (AIEWI) — trading as
Australian Inland — was established on 1  March  1996, as a government-owned
electricity distributor and retailer, under the State Owned Corporations Act 1989.
Up to 1999-00, AEIWI traded as Australian Inland Energy (AIE), providing energy
services in the far west and south-west of NSW. On 15 December 2000, it merged
with the Broken Hill Water Board and was renamed AIEWI upon receipt of the
Board’s infrastructure and water supply functions.
The Electricity Supply Act 1995 (and its regulations) and the National Electricity
Code govern AIEWI’s electricity operations.
The December 2000 merger was the most influential factor on AIEWI’s operations
and financial performance in 2000-01, with the workforce doubling and assets
increasing by $77.5 million. Total revenues and expenses were also affected, rising
by 40  per  cent and 75  per  cent respectively on 1999-00 levels. Revenues and
expenses increased by a further 21 per cent and 26 per cent respectively in 2001-02,
which represented the first full-year of operations for AIEWI following the merger.
AIEWI operates under a revenue cap as determined by the Independent Pricing and
Regulatory Tribunal (IPART).1 Prices for customers using above 160  MWh of
electricity per annum are not regulated.
Prior to 2000-01, the predecessor AIE was debt free. Following the merger,
borrowings rose to $3.6  million. In 2001-02, the level of borrowings remained
steady. The level of indebtedness is low — in comparison to other electricity
distribution GTEs — with debt to equity and debt to total asset ratios both around
3 per cent.
AIEWI receives community service obligation (CSO) payments from the NSW
Government to compensate for the supply of electricity to sparsely populated areas.
The value of this CSO was $5.3 million in nominal terms in each year over the
reporting period.
Under the Water Management Act 2000, deficiencies in the water segment of
AIEWI are borne by the Treasurer and the Broken Hill mining companies. In
2001-02, a subsidy of $2.6 million was received — $2 million of which came from
the mining companies.
                                             
1  In December 1999, IPART set revenue caps for the period to June 2004. The determination
provides for an average real price decrease of 16 per cent during the period.ELECTRICITY 119
AUSTRALIAN INLAND ENERGY AND WATER (continued)
INFRASTRUCTURE
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01c 2001-02
Size
Total assets $m   58   63   67   154   158
Total revenue $m   38   39   37   52   64
Profitability
Operating profit before
tax ( includes abnormals)
$’000  11 312  13 174  9 261  4 351  3 063
Operating sales margin %   28.1   32.0   23.0   6.5   3.9
Cost recovery %   136.6   147.1   124.2   107.0   104.1
Return on assets %   20.2   21.7   14.2   4.1   2.1
Return on equity %   18.7   21.3   13.2   3.5   1.5
Financial management
Debt to equity % 0 0 0   2.8   2.7
Debt to total assets % 0 0 0   3.3   2.3
Total liabilities to equity %   31.0   30.9   29.0   17.4   17.4
Interest cover times n.r. n.r. n.r.   32.5   12.9
Current ratio %   290.1   278.7   184.7   166.4   175.3
Leverage ratio % 131.0 130.9 129.0 117.4 117.4
Payments to and from government
Dividends $’000 3 583 5 721 2 670 1 112 549
Dividend to equity ratio %   8.4   12.3   5.3   1.2   0.4
Dividend payout ratio %   45.0   57.9   40.4   34.2   26.7
Income tax expense $’000 3 341 3 296 2 652 1 098 1 007
CSO fundingd $’000 5 300 5 300 5 300 5 300 5 300
a Dividend payment includes an additional payment of $2.2 million relating to the construction of the Balranald
substation. This payment matched the NSW Government’s subsidy for the construction of the substation.
b Includes abnormal revenue of $1.6  million representing a prepayment of employer contributions for
superannuation. c Australian Inland Energy merged with the Broken Hill Water Board in December 2000 and
was renamed Australian Inland Energy and Water Infrastructure (AIEWI). Assets increased by $78 million as a
result of the merger. Under the Water Management Act 2000, deficiencies in the water segment of AIEWI are
borne by the Treasurer and the Broken Hill mining companies. In 2000-01, a subsidy of $2.6 million was
received by AIEWI for these deficiencies. d AIEWI receives community service obligation payments from the
NSW Government to compensate for the supply of electricity to sparsely populated areas. n.r. Not relevant.120 FINANCIAL
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ENERGYAUSTRALIA New South Wales
EnergyAustralia operates under the State Owned Corporations Act 1989 (SOC Act)
and the Energy Services Corporations Act 1995.  EnergyAustralia distributes and
retails electricity within the framework of the Electricity Supply Act 1995 and the
National Electricity Code. Its electricity distribution network covers over
22 275 square kilometres and stretches from Sydney to the upper Hunter Valley in
NSW. It holds electricity retail licences in NSW, Victoria, Queensland and the
ACT. EnergyAustralia also distributes and retails natural gas.
EnergyAustralia operates as a holding company with four subsidiary businesses —
Customer Service, Retail and Marketing, Eneserve and Network. The distribution
and retail businesses operate under a revenue cap determined by the Independent
Pricing and Regulatory Tribunal (IPART).1
In January 2002, full retail competition commenced in NSW and Victoria, enabling
household customers to choose their electricity supplier.
In 2001-02, pre-tax operating profit fell by 18 per cent compared to the previous
year, despite a slight increase in revenue. Reduced profitability was mainly the
result of a 5 per cent increase in expenses, including higher operating expenses,
deprecation and interest charges.
In 2000-01, EnergyAustralia returned over $1.1 billion in contributed equity to the
NSW Government as part of a capital restructure. The return was paid for with
borrowings, increasing the level of EnergyAustralia’s debt.
EnergyAustralia is required to make tax-equivalent and dividend payments. The
NSW Government funds EnergyAustralia for the provision of agreed community
service obligations (CSOs). EnergyAustralia receives CSO funding for the
provision of rebates to pensioners and low income households, medical rebates for
life support systems and the electricity payment assistance scheme. These amounts
were not disclosed by EnergyAustralia in its annual reports prior to 2001-02.
                                             
1  In December 1999, IPART set revenue caps for the period to June 2004. The determination
provides for an average real price decrease of 16  per  cent during the period. On
25  January  2000, the Australian Competition and Consumer Commission also made a
determination in relation to EnergyAustralia’s distribution assets.ELECTRICITY 121
ENERGYAUSTRALIA (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02
Size
Total assets $m  3 746  3 788  3 732  5 194  5 276




$’000  360 384  285 022  380 606  224 935  184 435
Operating sales margin %   25.1   19.5   22.0   17.4   15.8
Cost recovery %   129.6   125.3   127.7   121.0   118.8
Return on assets %   12.8   9.9   12.4   8.6   6.9
Return on equity %   15.0   11.3   19.4   8.9   5.3
Financial management
Debt to equity %   82.6   79.9   59.5   110.7   106.9
Debt to total assets %   35.5   34.4   28.0   49.8   43.8
Total liabilities to equity %   137.1   133.5   111.2   158.8   146.3
Interest cover times   4.3   4.2   5.5   2.4   2.1
Current ratio %   96.7   117.8   73.6   56.3   58.0
Leverage ratio % 237.1 233.5 211.2 258.8 246.3
Payments to and from government
Dividends $’000 177 868 138 800 184 300 92 500 47 500
Dividend to equity ratio %   11.5   8.7   10.9   4.9   2.3
Dividend payout ratio %   76.6   76.5   56.0   55.4   43.2
Income tax expense $’000 128195 103664 51732 57821 74 480
CSO fundinge $’000 0 0 0 0 29 300
a Includes net abnormal revenue of $54 million related to prepaid superannuation contributions.  b Includes
abnormal expenses of $13 million relating to unfunded superannuation contributions. c An abnormal gain of
$24 million was reported relating to revised superannuation provisions. This was partly offset by abnormal
expenses incurred due to year 2000 costs ($11  million). Accounting policy changed to treat tax on
superannuation and capital contributions as a permanent difference rather than a timing difference. This
change reduced the tax-equivalent expense by $39 million. A fall in the future company tax rate also reduced
tax payable by $13  million.  d EnergyAustralia returned over $1.1  billion in contributed equity to the NSW
Government. The return was paid for with borrowings, increasing the level of EnergyAustralia’s debt by a
commensurate amount. Assets increased by $1.5 billion, largely due to a revaluation of non-current, physical
assets. e The NSW Government funds EnergyAustralia for the provision of agreed community service
obligations relating to rebates to pensioners and low income households, medical rebates for life support
systems and the electricity payment assistance scheme. These amounts were not disclosed by
EnergyAustralia in its annual reports prior to 2001-02.122 FINANCIAL
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INTEGRAL ENERGY New South Wales
Integral Energy (Integral) operates under the State Owned Corporations Act 1989
(SOC Act) and the Energy Services Corporations Act 1995. Integral distributes and
retails electricity within the framework of the Electricity Supply Act 1995 and the
National Electricity Code. Integral also operates a gas business, Integral Energy Gas
Pty Ltd. Integral retails electricity in NSW, Victoria, Queensland, SA and the ACT,
through the National Electricity Market.
Revenue from the distribution network is capped by the Independent Pricing and
Regulatory Tribunal (IPART).1
In 2001-02, pre-tax operating profit was 5 per cent (or $5.1 million) lower than the
previous year, largely due to revenues decreasing slightly while operating expenses
remained largely unchanged.
Integral returned $150 million in contributed equity to the NSW Government in
2001-02, as part of a capital restructure. This followed the return of $200 million in
contributed equity the previous year. The return was paid for with borrowings,
increasing the level of debt by a commensurate amount. Overall, debt grew by over
18 per cent in 2001-02.
Integral Energy is required to make tax-equivalent and dividend payments to the
NSW Government. In 1999-00, a change in the accounting treatment for tax
purposes of capital and superannuation contributions, and a fall in the future
company tax rate reduced tax payable by over $40 million — resulting in a negative
tax bill for that year. In 2001-02, Integral paid a dividend of over $90 million to the
NSW Government.
Integral Energy receives funding for the provision of community service obligations
(CSOs)related primarily to rebates for pensioners. In 2000-01, the amount of CSO
payments received by Integral was not disclosed in its annual report.
                                             
1  In December 1999, IPART set revenue caps for the period to June 2004. The determination
provides for an average real price decrease of 16 per cent during the period.ELECTRICITY 123
INTEGRAL ENERGY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02
Size
Total assets $m  1 828  1 844  1 917  2 559  2 669




$’000  158 599  37 713  83 422  104 242  99 066
Operating sales margin %   19.7   8.6   13.1   15.5   15.3
Cost recovery %   121.2   113.3   112.6   118.3   118.0
Return on assets %   11.9   5.6   7.9   8.2   6.9
Return on equity %   13.1   2.8   15.6   8.8   5.9
Financial management
Debt to equity %   116.3   119.3   93.2   78.3   105.9
Debt to total assets %   43.4   44.5   38.0   40.6   40.9
Total liabilities to equity %   159.3   169.3   149.9   120.6   164.3
Interest cover times   3.4   1.6   2.3   2.3   2.2
Current ratio %   124.2   94.7   104.0   74.7   66.4
Leverage ratio % 259.3 269.3 249.9 220.6 264.3
Payments to and from customers
Dividends $’000 92 066 45 918 29 743 52 776 88 764
Dividend to equity ratio %   12.0   6.8   4.1   6.3   9.3
Dividend payout ratio %   91.7   242.0   26.1   71.8   157.7
Income tax expense $’000 58 221 18 738 -30 648 30 721 42 793
CSO funding $’000 12 978 13 069 13 399 0 17 025
a Includes abnormal revenue ($35  million) related to prepaid superannuation contributions and abnormal
expenses ($3.9 million) related to a write-down in the value of some buildings. b Integral Energy incurred
abnormal expenses ($37  million). In particular, there were abnormal expenses associated with a debt
restructure ($9.4 million), prepaid superannuation contributions ($8 million) and year 2000 compliance costs
($10 million). c Includes an abnormal gain of $24 million related to superannuation provisions. NSW Treasury
changed the basis of dividend payments from available cash, to 90 per cent of net profit before tax (excluding
abnormals). A change in the accounting treatment for tax purposes of capital and superannuation
contributions reduced tax payable by $32 million. The fall in the future company tax rate also reduced tax
payable by $10.2  million. d Integral Energy returned $200  million in contributed equity to the NSW
Government. The return was paid for with borrowings, increasing the level of debt by a commensurate
amount. Assets were revalued upwards on 1  January  2001. The amount of community service obligation
funding received by Integral Energy was not disclosed in its 2000-01 annual report.124 FINANCIAL
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COUNTRY ENERGY New South Wales
Country Energy was established on 1 July 2001, from the merger of three regional
energy businesses: NorthPower, Advance Energy and Great Southern Energy.1
Country Energy operates under the State Owned Corporations Act 1989 (SOC Act)
and the Energy Services Corporations Act 1995.
Country Energy is the largest regionally-based energy business in Australia. Its
distribution network covers 72 per cent of NSW. County Energy holds distribution
and retail licenses in NSW and Victoria (for electricity and gas) and holds retail
licenses in Queensland, SA and the ACT.2
Country Energy’s distribution and retail businesses operate under a revenue cap
determined by the Independent Pricing and Regulatory Tribunal (IPART).3
Country Energy reported strong profitability for its first year of operation. In
2001-02, Country Energy earned over $1.4 billion in revenue, 2 per cent more than
the combined earnings of its parent entities the previous year.
Capital expenditure in 2001-02 exceeded $250 million, the majority of which was
spent on system assets and plant and equipment.
Country Energy is required to make tax-equivalent and dividend payments. Country
Energy receives funding for community service obligations from the NSW
Government for pensioners, customers in caravan parks and to people who rely on
life support machines.
                                             
1  On 1 June 2001, NorthPower changed its name to Country Energy. On 1 July 2001, the net
assets and equity of Advance Energy and Great Southern Energy were merged with the net
assets and equity of Country Energy.
2  Country Energy also has special approval for the distribution and retailing of electricity in parts
of south-west Queensland.
3  In December 1999, IPART set revenue caps for the period to June 2004. The determination
provides for an average real price decrease of 16 per cent during the period.ELECTRICITY 125
COUNTRY ENERGY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m n.r. n.r. n.r. n.r. 2 450




$’000 n.r. n.r. n.r. n.r. 25 112
Operating sales margin % n.r. n.r. n.r. n.r. 8.2
Cost recovery % n.r. n.r. n.r. n.r. 109.0
Return on assets % n.r. n.r. n.r. n.r. 4.8
Return on equity % n.r. n.r. n.r. n.r. 2.6
Financial management
Debt to equity % n.r. n.r. n.r. n.r. 199.5
Debt to total assets % n.r. n.r. n.r. n.r. 54.7
Total liabilities to equity % n.r. n.r. n.r. n.r. 264.8
Interest cover times n.r. n.r. n.r. n.r. 1.3
Current ratio % n.r. n.r. n.r. n.r. 42.9
Leverage ratio % n.r. n.r. n.r. n.r. 364.8
Payments to and from government
Dividends $’000 n.r. n.r. n.r. n.r. 19 827
Dividend to equity ratio % n.r. n.r. n.r. n.r. 3.0
Dividend payout ratio % n.r. n.r. n.r. n.r. 111.5
Income tax expense $’000 n.r. n.r. n.r. n.r. 7 335
CSO funding $’000 n.r. n.r. n.r. n.r. 18 508
a Country Energy was established on 1 July 2001, from the merger of NorthPower, Advance Energy and




CS Energy was established on 1  July  1997, as part of the restructure of the
Queensland electricity industry. 1 It is subject to the provisions of the Government
Owned Corporations Act 1993 (GOC Act) and the Corporations Act 2001 (Cth).
CS  Energy operates power stations, with a combined generating capacity of
2513 MW, at three locations around Queensland.2 CS Energy generates electricity
within the National Electricity Market (NEM).3
In 2001-02, pre-tax operating profit was over $35 million higher than in 2001-02,
mainly due to revenue from electricity sales increasing by 10 per cent, while the
cost of sales rose by only 2 per cent.
Debt to equity and debt to total assets ratios have increased significantly in the latter
half of the reporting period. This is mainly attributable a 93 per cent nominal rise in
the level of debt since 1999-00 — most of which has related to the construction of
additional generating capacity. The liquidity of CS Energy, as measured by the
current ratio, improved in 2001-02, with an increase in current assets.
CS Energy is required to make tax-equivalent and dividend payments. CS Energy’s
dividend payment is determined in accordance with the provisions of the GOC Act.
Under the Act, the board makes a recommendation to the Shareholding Ministers on
its proposed dividend payment. Shareholding Ministers may either approve the
recommendation or direct the board to pay a specified dividend.
CS Energy has not been required to perform any community service obligations by
the Queensland Government over the reporting period.
                                             
1 Prior to 1997, the assets of CS Energy formed part of Queensland’s largest generator AUSTA
Electric. On 1 July 1997, AUSTA Electric was separated into three generators — CS Energy,
Stanwell Corporation, and Tarong Energy. An engineering services corporation was also
established through the restructure.
2 Capacity will increase to 2961  MW when the 385  MW Swanbank E combined-cycle gas
turbine comes on-line in 2002-03.
3  The Queensland–NSW Interconnector (QNI) commenced operation in February  2001. This
improved the integration of the Queensland wholesale electricity market into the NEM. The
NEM connects generation and transmission assets in NSW, Victoria, Queensland and SA.ELECTRICITY 127
CS ENERGY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00a 2000-01b 2001-02c
Size
Total assets $m 927 1 100 1 323 1 458 1 663




$’000 98 566 161 826 113 047 48 734 88 045
Operating sales margin % 25.3 36.6 28.3 19.2 23.4
Cost recovery % 133.9 157.8 134.8 123.7 130.5
Return on assets % 13.1 17.4 11.2 6.2 7.4
Return on equity % 11.1 17.6 13.9 4.8 9.6
Financial management
Debt to equity % 36.8 44.6 60.4 95.6 122.8
Debt to total assets % 23.3 26.1 31.7 41.9 47.4
Total liabilities to equity % 63.5 85.4 108.0 139.6 175.7
Interest cover times 6.4 12.3 5.9 2.3 4.2
Current ratio % 89.0 81.4 79.2 81.3 113.3
Leverage ratio % 163.5 185.4 208.0 239.6 275.7
Payments to and from government
Dividends $’000 38 800 75 800 57 111 74 934 72 652
Dividend to equity ratio % 6.9 13.1 9.3 12.0 12.0
Dividend payout ratio % 62.3 74.3 66.7 251.3 124.5
Income tax expense $’000 36 315 59 825 27 381 18 916 27 353
CSO funding $’000 0 0 0 0 0
a Dividend includes $20.7 million attributed to 1998-99, but not provided for in that year. b Dividend includes
$45.9 million attributed to 1999-00, but not provided for in that year. c Dividend includes $21 million attributed




Stanwell Corporation (Stanwell) was established on 1  July  1997, as part of the
restructure of the Queensland electricity industry. It is subject to the provisions of
the Government Owned Corporations Act 1993 (GOC Act) and the Corporations
Act 2001 (Cth).1 Stanwell generates electricity for sale into the National Electricity
Market (NEM).2
Stanwell operates the Stanwell coal-fired station and several gas, bio-mass, hydro
and wind generation plants with a combined generating capacity in excess of
1640 MW.
Pre-tax operating profit has decreased each year since 1998-99, due mainly to lower
revenue from electricity sales. In 2001-02, the decline in revenue was the combined
result of a fall in the wholesale electricity spot price in Queensland and increased
generation capacity from competitors. Coupled with this downturn in revenue, costs
associated with the generation of electricity increased.
The debt to equity and debt to total asset ratios fell slightly in 2001-02, following a
reduction in the level of debt held by Stanwell. Debt levels declined throughout the
reporting period.
Stanwell is required to make tax-equivalent and dividend payments. Stanwell’s
dividend payments are determined in accordance with the provisions of the GOC
Act.3
Stanwell has not been required to perform any community service obligations by
the Queensland Government over the reporting period.
                                             
1 Prior to 1997, the assets of Stanwell formed part of Queensland’s largest generator AUSTA
Electric. On 1 July 1997, AUSTA Electric was separated into three generators — CS Energy,
Stanwell and Tarong Energy. An engineering services corporation was also established through
the restructure.
2 The Queensland–NSW Interconnector commenced operation in February 2001. This integrated
the Queensland wholesale electricity market into the NEM. The NEM connects generation and
transmission assets in NSW, Victoria, Queensland and SA.
3  Under the Act, the board makes a recommendation to the Shareholding Ministers on its
proposed dividend payment. Shareholding Ministers may either approve the recommendation
or direct the board to pay a specified dividend.ELECTRICITY 129
STANWELL CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01c 2001-02d
Size
Total assets $m 1 769 1 715 1 693 1 660 1 666




$’000 123 171 179 538 162 454 138 608 77 864
Operating sales margin % 44.3 48.7 44.3 38.9 26.5
Cost recovery % 179.7 194.9 179.4 163.8 136.0
Return on assets % 10.1 12.7 11.3 9.7 5.8
Return on equity % 7.5 11.6 13.0 9.4 7.6
Financial management
Debt to equity % 62.9 51.0 36.1 34.0 33.6
Debt to total assets % 37.2 29.9 21.8 20.9 20.3
Total liabilities to equity % 73.8 68.0 64.1 61.0 65.7
Interest cover times 3.5 5.3 6.4 6.7 5.2
Current ratio % 155.1 204.4 74.2 65.1 85.8
Leverage ratio % 173.8 168.0 164.1 161.0 165.7
Payments to and from government
Dividends $’000 40 000 107 808 123 591 98 097 71 020
Dividend to equity ratio % 3.8 10.6 12.0 9.5 7.0
Dividend payout ratio % 50.8 91.5 92.8 101.4 91.7
Income tax expense $’000 44 441 61 752 29 218 41 831 401
CSO funding $’000 0 0 0 0 0
a Dividend includes $30.9  million attributed to 1997-98 but not provided for in that year, and an interim
dividend of $43  million attributed to 1998-99. Also included is a proposed final dividend of $34  million
attributed to 1998-99. b Dividend includes $27.8 million attributed to 1998-99 but not provided for in that year.
Dividend also includes a proposed final dividend attributed to 1999-00 of $96 million. c Dividend includes
$25.5 million attributed to 1999-00 but not provided for in that year. Also includes a final dividend of $73 million
attributed to 2000-01. d Dividend includes $19.4 million attributed to 2000-01 but not provided for in that year.




Tarong Energy (Tarong) was established on 1 July 1997, as part of the restructure of
the Queensland electricity industry. It is subject to the provisions of the Government
Owned Corporations Act 1993 (GOC Act) and the Corporations Act 2001 (Cth).1
Tarong generates electricity for sale into the National Electricity Market (NEM).2
Tarong also owns and operates the SA gas supplier, Terra Gas Trader (TGT).
Tarong operates two power stations (one coal-fired, one hydro) with a combined
capacity of 1915 MW. Two additional stations, a 450 MW coal-fired station and a
34.5 MW wind farm, are expected to be completed and operational in 2003.
Despite a 7 per cent increase in revenue — due mainly to the improved performance
of TGT — pre-tax operating profit fell in 2001-02. This was primarily due to higher
operating costs associated with the production of electricity and the distribution of
gas.
The debt to equity and debt to total assets ratios increased in 2000-01 and again in
2001-02, reversing a downward trend evident since 1997-98. Increased capital
expenditure — mainly on generation assets — and the purchase of TGT were
funded largely from a rise in the level of borrowings.
Tarong Energy is required to make tax-equivalent and dividend payments. Its
dividend payment is determined in accordance with the provisions of the GOC Act.
Under the Act, the board makes a recommendation to the Shareholding Ministers on
its proposed dividend payment. Shareholding Ministers may either approve the
recommendation or direct the board to pay a specified dividend.
Tarong Energy has not been required to perform any community service obligations
by the Queensland Government over the reporting period.
                                             
1 Prior to 1997, the assets of Tarong Energy formed part of Queensland’s largest generator
AUSTA Electric. On 1  July  1997, AUSTA Electric was separated into three generators —
CS Energy, Stanwell Corporation and Tarong Energy. An engineering services corporation was
also established through the restructure.
2 The Queensland–NSW Interconnector commenced operation in February 2001. This integrated
the Queensland wholesale electricity market into the NEM. The NEM connects generation and
transmission assets in NSW, Victoria, Queensland and SA.ELECTRICITY 131
TARONG ENERGY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01c 2001-02d
Size
Total assets $m 1 391 1 263 1 418 1 604 1 874




$’000 127 310 135949 142633 136186 137 702
Operating sales margin % 36.5 37.2 35.9 27.9 23.6
Cost recovery % 157.5 159.3 156.1 138.8 130.9
Return on assets % 12.1 12.2 11.8 10.5 8.2
Return on equity % 10.0 10.7 13.2 10.7 11.3
Financial management
Debt to equity % 54.0 34.2 27.1 48.7 70.5
Debt to total assets % 32.5 21.7 17.8 28.1 34.4
Total liabilities to equity % 72.8 50.4 61.2 84.3 121.0
Interest cover times 4.6 6.2 9.9 7.0 27.1
Current ratio % 133.9 92.9 56.6 57.0 67.2
Leverage ratio % 172.8 150.4 161.2 184.3 221.0
Payments to and from government
Dividends $’000 73 500 52 582 96 330 102 515 129 711
Dividend to equity ratio % 9.0 6.4 11.2 11.7 15.1
Dividend payout ratio % 90.0 60.0 84.7 109.7 133.7
Income tax expense $’000 45 644 48 313 28 946 42 759 40 715
CSO funding $’000 0 0 0 0 0
b Dividend includes an interim dividend of $36 million attributed to 1998-99 and a proposed final dividend of
$16.6 million attributed to 1998-99. b Several classes of non-current assets were revalued downwards by
$9.9 million. Dividend includes 31 million that was attributed to 1998-99 but not provided for in that year. Also
includes a proposed final dividend of $65  million attributed to 1999-00. c  Tarong Energy acquired South
Australian-based Terra Gas Trader on 31 October 2000, increasing Tarong Energy’s asset base, revenue and
expenses. Dividend includes $38 million that was attributed to 1999-00 but not provided for in that year. Also
includes a proposed final dividend of $64 million attributed to 2000-01. d Dividend includes $37.5 million that
was attributed to 2000-01 but was not provided for in that year. Also includes a proposed final dividend of




The Queensland Power Trading Corporation (QPTC) commenced trading as
Enertrade in October 2000. The QPTC was established on 1 July 1997, following a
restructure of Queensland’s electricity supply industry. Enertrade is subject to the
provisions of the Government Owned Corporations Act 1993 (GOC Act). It trades
electricity — purchased under fixed contracts from privately-owned power stations
— into the National Electricity Market (NEM).1
The conditions of Enertrade’s purchase contracts (power-purchase agreements) are
expected to result in significant future losses for Enertrade. The agreements, entered
into prior to the commencement of the NEM, did not anticipate current lower prices.
The agreements commit Enertrade to purchasing power at fixed prices over their
term for sale into the NEM at prevailing pool prices.2
The value of Enertrade’s assets have decreased since the start of the reporting
period — due primarily to asset disposal.
In 2001-02, Entertrade recorded a pre-tax operating loss of almost $49 million — a
loss almost three and a half times greater than the previous year. This was mainly
due to a 24  per  cent reduction in revenues, from lower average pool prices and
fewer sales of derivative contracts. The fall in revenues was a continuation of a
trend evident over the reporting period.
Enertrade is required to make tax-equivalent and dividend payments. Its dividend
payment is determined in accordance with the provisions of the GOC Act. Over the
reporting period, a dividend has been paid only in 1999-00. Due to accumulated
losses, no tax-equivalent payments were made in 2001-02.
Enertrade has not been required to perform any community service obligations by
the Queensland Government over the reporting period.
                                             
1 In February 2001, Queensland entered into the NEM with the opening of the Queensland–NSW
Interconnector. Prior to this, Enertrade traded electricity in the Queensland wholesale market,
which operated from 18 January 1998. Enertrade also has several other functions including the
management of assets and liabilities assumed from dissolved or superseded electricity
corporations, remediation and disposal of disused power stations and sites, as well as the
disposal of surplus assets.
2  The longest of these contracts is for a term of 35 years, which extends to 2029.ELECTRICITY 133
ENERTRADE (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01 2001-02
Size
Total assets $m 3 528 553 310 273 265




$’000 8 159 28 067 30 602 -14 332 -48 997
Operating sales margin % 1.0 3.8 4.3 -2.7 -10.7
Cost recovery % 100.7 103.8 103.7 97.4 90.4
Return on assets % 0.3 1.6 8.2 -3.1 -16.7
Return on equity % 0.2 1.1 7.4 -16.5 -65.2
Financial management
Debt to equity % 2.6 21.7 88.7 95.1 196.5
Debt to total assets % 2.4 4.3 20.3 33.0 35.8
Total liabilities to equity % 4.2 37.3 214.2 169.8 440.1
Interest cover times 2.8 7.3 7.3 -1.7 -11.1
Current ratio % 2467.1 289.8 201.5 269.9 164.6
Leverage ratio % 104.2 137.3 137.3 137.3 137.3
Payments to and from government
Dividends $’000 0 0 15 444 0 0
Dividend to equity ratio % 0 0 6.2 0 0
Dividend payout ratio % 0 0 83.5 0 0
Income tax expense $’000 2 345 7 449 12 114 2 123 0
CSO funding $’000 0 0 0 0 0
a Enertrade was required to transfer its shares in subsidiary corporations to the Shareholding Ministers and in
return the Shareholding Ministers owed a debt (valued at $3.3 billion) to Enertrade. On 1 April 1999, the net
assets of AUSTA Electric were transferred to Enertrade and the Government’s debt was reduced by
$25 million. On 30 June 1999, 3 billion ordinary shares were cancelled and offset against the loan receivable
from the Shareholding Ministers. b On 29 June 2000, 307 million ordinary shares were cancelled and offset
against the loan receivable from the Shareholding Ministers. Includes an abnormal gain of $5.7 million related




Powerlink was established on 1 July 1997 as part of a restructure of the Queensland
electricity industry. It is subject to the provisions of the Government Owned
Corporations Act 1993 (GOC Act) and the Corporations Act 2001 (Cth). Powerlink
owns and controls the Queensland high voltage transmission network and operates
in the National Electricity Market (NEM).1
Powerlink has minority equity interests in ElectraNet, a provider of electricity
transmission services in SA, and Electranet Transmission Services — a provider of
asset management services.
From 1  January  2002, the Australian Competition and Consumer Commission
became responsible for determining the allowable revenue applying to Powerlink’s
regulated transmission assets.2
Assets increased by 9 per cent (or $232 million) in 2001-02, due mainly to capital
expenditure of almost $160 million and asset revaluations. Physical assets increased
in value by over $100  million, following a revaluation at 30  June  2002. Supply
system assets are valued at their depreciated optimised replacement cost.
Pre-tax operating profit decreased in 2001-02 despite higher grid sales revenue.
Increased expenditure was mainly related to higher grid maintenance and support
costs. Profitability also decreased due to reduced revenue from a Cross-Border
Lease. 3
Under the provisions of the GOC Act, Powerlink is required to make tax-equivalent
and dividend payments. In 2000-01, an income tax benefit of almost $67 million
was recorded — primarily due to the Cross-Border Lease, which reduced
tax-equivalent payments in that year by $113 million.
                                             
1 The Queensland-NSW Interconnector commenced operation in February 2001. This officially
integrated the Queensland wholesale electricity market into the NEM. The NEM connects
generation and transmission assets in NSW, Victoria, Queensland and SA.
2 Transmission prices were previously regulated by the Queensland Office of Energy.
3 A Cross-Border Lease involves the leasing of equipment or assets between entities in different
countries — in this case where the lessor is from overseas and the lessee is in Australia. The
lease is structured so that tax savings may be passed on from the overseas lessor to the local
lessee, thereby lowering leasing costs.ELECTRICITY 135
POWERLINK (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02
Size
Total assets $m 1 842 1 737 2 554 2 588 2 821




$’000 68 421 58 515 89 254 112 611 101 271
Operating sales margin % 43.6 37.2 46.0 56.9 45.2
Cost recovery % 193.4 197.5 222.7 231.8 182.5
Return on assets % 6.5 5.4 6.4 7.6 6.2
Return on equity % 4.5 4.1 7.1 15.4 6.2
Financial management
Debt to equity % 63.2 95.5 86.1 101.1 99.9
Debt to total assets % 38.4 41.1 48.0 44.5 47.2
Total liabilities to equity % 83.4 125.7 113.8 128.9 120.6
Interest cover times 2.7 2.5 2.8 2.3 2.5
Current ratio % 305.5 50.7 142.3 42.0 67.8
Leverage ratio % 183.4 225.7 213.8 228.9 220.6
Payments to and from government
Dividends $’000 39 300 27 253 72 441 165 644 70 545
Dividend to equity ratio % 4.0 3.1 7.4 14.2 5.9
Dividend payout ratio % 88.1 75.0 104.4 92.3 95.0
Income tax expense $’000 23 793 22 178 19 846 -66 940 27 012
CSO funding $’000 0 0 0 0 0
a  Powerlink incurred abnormal expenses of $12  million related to a refund of capital contributions to
contestable customers and abnormal revenue of $1.3 million related to the provision for rebate. As part of a
capital restructure, Powerlink was required by its Shareholding Ministers to make interest free loans (valued at
$249 million) to the Queensland Government. This resulted in a 90 per cent increase in debt. b Powerlink
incurred abnormal expenses of $9.8  million related to the refund of capital contributions to contestable
customers and $1.5  million related to year 2000 compliance costs. c  Includes abnormal expenses of
$28  million relating to sales tax-equivalent payments ($27  million) and year 2000 compliance costs
($1.4 million). The growth in assets reflects capital expenditure of $245 million and an increase in asset values
of $774 million following a revaluation of supply system assets, freehold land and buildings. Powerlink made a
$150  million loan to the Queensland Government. Income tax-equivalent payments were reduced by
$18 million due to a fall in the future company tax rate. d Powerlink received an income tax benefit of almost
$67 million. This was primarily due to the Cross-Border Lease entered into during the year, which reduced tax-
equivalent payments by $113 million. The Queensland Government reduced its equity stake by $150 million,
completing a debt for equity swap which commenced in 1999-00.136 FINANCIAL
PERFORMANCE
MONITORING
ERGON ENERGY GROUP Queensland
The Ergon Energy Group (Ergon) comprises Ergon Energy Corporation Ltd, a
regulated electricity distributor, and Ergon Energy Pty Ltd, an energy retailer.
Ergon was established on 30 June 1999, through the amalgamation of six regional
distribution corporations and their retail subsidiary, Ergon Energy Pty Ltd.1 Ergon
is subject to the provisions of the Government Owned Corporations Act 1993
(GOC Act) and the Corporations Act 2001 (Cth).
Ergon’s distribution network is regulated by the Queensland Competition Authority,
which sets the maximum allowable revenue that it can earn through network access
tariffs and charges. The prices that it can charge non-contestable customers for
electricity are set by the Treasurer under the Electricity Act 1994.2
Ergon’s distribution business covers almost 96 per cent of Queensland and accounts
for about 88 per cent of Ergon’s total asset base. Although the retail arm accounts
for only around 12  per  cent of the group’s total assets, it accounted for over
90 per cent of revenue in 2001-02.
Total assets increased by over $180 million in 2001-02, due mainly to significant
capital expenditure on distribution infrastructure.
In 2001-02, pre-tax operating profit was almost 30 per cent higher than the previous
year. The improvement was the consequence of an increase in sales revenue
(8 per cent) and a more modest increase in expenses.
Ergon is required to make tax-equivalent and dividend payments. Its dividend
payment is determined in accordance with the provisions of the GOC Act.
Ergon receives community service obligation payments to cover any shortfall
incurred in supplying electricity to non-contestable customers at gazetted tariffs.
                                             
1  The six regional distribution corporations were the Far North Queensland Electricity
Corporation, North Queensland Electricity Corporation, Mackay Electricity Corporation,
Capricornia Electricity Corporation, Wide Bay–Burnett Electricity Corporation and South West
Queensland Electricity Corporation. The retail subsidiary, Ergon Energy Pty Ltd, was formed
in February 1998, following the merger of Northern Electricity Retail Corporation and Central
Electricity Retail Corporation.
2  Unlike Victoria and NSW, Queensland does not have full retail contestability. Customers who
use no more than 200 MWh a year cannot choose between electricity retailers. The Queensland
Government is committed to uniform state-wide retail tariffs for non-contestable customers,
regardless of the cost of supply.ELECTRICITY 137
ERGON ENERGY CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00a 2000-01 2001-02
Size
Total assets $m n.r. n.r. 2 786 3 211 3 392




$’000 n.r. n.r. 45 779 89 262 116 155
Operating sales margin % n.r. n.r. 7.6 10.5 12.7
Cost recovery % n.r. n.r. 110.1 110.6 114.6
Return on assets % n.r. n.r. 3.9 5.1 5.7
Return on equity % n.r. n.r. 4.1 6.2 6.0
Financial management
Debt to equity % n.r. n.r. 100.4 81.6 88.2
Debt to total assets % n.r. n.r. 39.1 39.0 39.4
Total liabilities to equity % n.r. n.r. 156.4 124.2 130.3
Interest cover times n.r. n.r. 1.7 2.4 2.6
Current ratio % n.r. n.r. 111.3 112.9 139.6
Leverage ratio % n.r. n.r. 256.4 224.2 230.3
Payments to and from government
Dividends $’000 n.r. n.r. 38 928 69 305 73 702
Dividend to equity ratio % n.r. n.r. 3.6 5.5 5.1
Dividend payout ratio % n.r. n.r. 86.8 89.1 85.1
Income tax expense $’000 n.r. n.r. 917 11 505 29 506
CSO funding $’000 n.r. n.r. 244 768 232 354 188 456




ENERGEX was formed on 1 July 1997, following the incorporation of the South
East Queensland Electricity Corporation and its wholly-owned subsidiary, Southern
Electricity Retail Corporation. On 30  October  1997, the company changed its
trading name to ENERGEX. It is subject to the provisions of the Government
Owned Corporations Act 1993 and the Corporations Act 2001 (Cth).
ENERGEX distributes electricity in Queensland and retails natural gas and
liquefied petroleum gas. The company includes two wholly-owned subsidiary
companies, ENERGEX Retail — which sells electricity to contestable customers
throughout the National Electricity Market — and Allgas Energy.
ENERGEX’s electricity distribution network is regulated by the Queensland
Competition Authority, which sets the maximum allowable revenue that it can earn
through network access tariffs and charges. Non-contestable customer prices are
determined by the Treasurer under the Electricity Act 1994.1
The value of total assets increased by 5 per cent in 2001-02. This was mainly due to
around $309  million in capital expenditure on additional property, plant and
equipment.
Pre-tax operating profit rose by around 47 per cent (or over $54 million) in 2001-02.
This was mainly due to revenues increasing by 2 per cent. Revenue from electricity
sales grew significantly, mainly through increased sales in interstate markets.
Although total expenses were slightly lower than the previous year, one-off
expenses of $27 million — relating mainly to a write-down of investments — and
redundancy and restructuring costs, reduced profitability.
ENERGEX is required to make tax-equivalent and dividend payments. Under
direction of the Shareholding Ministers, the 2001-02 dividend was provided on the
basis of 95  per  cent of its after-tax profit ($96.3  million). An additional
$150  million special dividend was also paid, sourced from the asset revaluation
reserve.
ENERGEX receives community service obligation payments to cover any shortfall
incurred in supplying electricity to its non-contestable customers at gazetted tariffs,
as well as for the payment and administration of pensioner rebates.
                                             
1  Unlike Victoria and NSW, Queensland does not have full retail contestability. Customers who
use no more than 200 MWh a year are not permitted to choose between electricity retailers. The
Queensland Government is committed to uniform state-wide retail tariffs for non-contestable
customers, regardless of the cost of supply.ELECTRICITY 139
ENERGEX (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02e
Size
Total assets $m 2 927 2 962 3 237 3 708 3 902




$’000 186 993 87 171 41 121 116 096 170 443
Operating sales margin % 17.1 10.0 6.9 11.0 12.4
Cost recovery % 122.0 112.2 104.9 109.7 114.2
Return on assets % 8.6 5.5 4.0 6.3 6.6
Return on equity % 8.4 4.5 3.3 6.8 6.5
Financial management
Debt to equity % 67.0 110.0 128.2 97.2 119.4
Debt to total assets % 34.6 45.9 50.3 44.9 47.6
Total liabilities to equity % 93.9 141.4 166.1 131.1 157.2
Interest cover times 3.9 2.2 1.5 2.1 3.2
Current ratio % 265.1 132.1 197.6 125.8 137.8
Leverage ratio % 193.9 241.4 266.1 231.1 257.2
Payments to and from government
Dividends $’000 105 500 63 607 43 051 102 520 246 319
Dividend to equity ratio % 7.0 4.6 3.5 7.3 15.8
Dividend payout ratio % 83.6 104.1 105.2 107.1 243.0
Income tax expense $’000 60 726 26 073 209 20 381 69 060
CSO funding $’000 21 734 22 625 23 597 24 626 27 419
a Includes abnormal expenses related to redundancy payments ($13 million). Dividend includes an interim
dividend of $39 million attributed to 1997-98 and a proposed final dividend of 67 million attributed to 1997-98.
b Includes abnormal expenses related to redundancy payments ($5.8 million), year 2000 compliance costs
($4.7 million) and write-off expenses ($3 million). Dividend includes $17.8 million attributed to 1997-98 but not
provided for in that year. Also includes a proposed final dividend of $46  million attributed to 1998-99.
c Includes abnormal expenses related to a write-down in the value of land and buildings ($4.7 million), a
change in sales tax exemption status ($1.7 million), loss on disposal of assets from a discontinued project
($1.8  million) and year 2000 compliance costs ($1.8 million). Dividend includes $12.5  million attributed to
1998-99 but not provided for in that year. Also includes a proposed final dividend of $31 million attributed to
1999-00. d ENERGEX revalued its supply system, upon adoption of AASB 1041, resulting in a revaluation
increment of $495  million to non-current assets. Includes expenses of $12  million relating to redundancy
restructuring and development costs. Dividend includes $8.2 million attributed to 1999-00 but not provided for
in that year. Also includes a proposed final dividend of $94 million attributed to 2000-01. e Includes expenses
of $27 million relating to a write-down of investments, and redundancy and restructuring costs. Dividends
include a $150 million special dividend.140 FINANCIAL
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WESTERN POWER Western Australia
Western Power is a government-owned corporation established under the Electricity
Corporation Act 1994. Western Power operates five major and 26 smaller power
stations with a total capacity of 3255 MW — 56 per cent of WA’s total generation
capacity. Western Power is also involved in the transmission and retailing of
electricity.1 During 2000-01, six business units were established within Western
Power — Office of the Managing Director, Commercial Services, Emerging
Business, Networks, Retail, and Generation. In August 2000, the company engaged
in a wind farm joint venture with Enercon Power.
In 2001-02, pre-tax operating profit increased by 5 per cent, reflecting increased
revenues from electricity sales, coupled with a decrease in the costs associated with
these sales.
Capital expenditure was almost $350 million in 2001-02, directed mainly at new
generation infrastructure. In November 2001, Western Power opened the 22 MW
Albany wind-farm, the largest wind-farm in Australia.
Over the reporting period, Western Power has carried a high level of debt, as
reflected in its debt to equity and debt to total assets ratios. Debt restructuring in
1998-99 contributed to a fall in the debt to equity ratio. A further fall in this ratio in
2000-01 was due to refinancing a portion of long-term debt during 1999-00.
Western Power makes dividend and income tax-equivalent payments to the State
Government. The dividend payment in 2000-01 comprised a $47 million interim
dividend, paid on 29 June 2001, and provision for a $47 million dividend, to be paid
during December 2001. Western Power receives CSO funding for rebates provided
to customers.2
                                             
1 Western Power’s customers are supplied through two major interconnected systems — one in
the south-west corner of WA and the other in the Pilbara in the north. Western Power also
operates 26 separate systems in remote parts of the State.
2 Western Power is also required to offer residential and small to medium business customers in
remote areas, the same tariff as customers in metropolitan areas, despite any differences in the
cost of providing the service. The losses incurred by Western Power in providing uniform
tariffs are met internally.ELECTRICITY 141
WESTERN POWER (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01c 2001-02
Size
Total assets $m  3 990  4 018  4 038  4 180  4 231




$’000  227 620  223 369  230 294  289 138  302 697
Operating sales margin %   27.8   24.4   28.1   28.1   28.1
Cost recovery %   138.4   150.2   147.2   139.2   139.1
Return on assets %   10.2   9.9   11.0   11.0   10.9
Return on equity %   18.0   15.1   12.9   15.3   15.6
Financial management
Debt to equity %   299.0   251.2   195.9   188.7   160.3
Debt to total assets %   65.6   64.7   60.4   57.5   55.5
Total liabilities to equity %   373.9   289.8   224.9   233.7   190.8
Interest cover times   2.4   2.3   2.1   2.8   3.0
Current ratio %   108.1   31.5   41.9   133.5   117.6
Leverage ratio %   473.9   389.8   324.9   333.7   290.8
Payments to and from government
Dividends $’000 30 000 42 332 46209 94 100 116 972
Dividend to equity ratio %   3.8   4.5   4.1   7.5   8.6
Dividend payout ratio %   21.2   30.0   31.5   49.3   55.3
Income tax expense $’000 85 986 82 273 83 828 98 121 91 342
CSO funding $’000 31 400 29 300 27 000 28 700 31 400
a Includes abnormal revenue relating to fuel back payments following the resolution of the gas price
determination ($32 million), a reduction in a gas turbine operating lease provision following the purchase of
five gas turbines ($38 million) and a payment from the WA Government relating to future gas royalties from
the North West Shelf ($57  million). Western Power also incurred abnormal expenses relating to debt
refinancing ($108 million) and the write-down of prepaid gas following the agreement reached regarding the
North West Shelf gas royalties ($57 million). Western Power changed its accounting policy for developer and
customer contributions effective from 1 July 1998. Previously, these were treated as deferred income and
amortised over the life of the assets that the contribution funded. Contributions are treated as revenue in the
year in which they are received. b Includes abnormal revenue relating to adjustments for unread debtors
($28 million). This was offset by abnormal expenses relating to refinancing costs ($47 million), redundancy
costs ($27  million) and decommissioning costs ($8 million). A fall in the future company tax rate reduced
income tax-equivalent payments by $7.8 million. c The dividend payment in 2000-01 comprised a $47 million





The Hydro-Electric Corporation (HEC) operates under the Hydro-Electric
Corporation Act 1995 and is subject to the provisions of the Government Business
Enterprises Act 1995. On 1  July  1998, the HEC was disaggregated into three
separate businesses — the HEC, Aurora Energy and Transend Networks.1
The HEC retained responsibility for electricity generation on mainland Tasmania
and for generation, distribution and retailing on the Bass Straight Islands.2
Maximum prices that the HEC can charge are determined by the Office of the
Tasmanian Energy Regulator (OTTER).3
In 2001-02, the value of assets increased by over $173  million, due mainly to
changes in taxation policy and the revaluation of its property, plant and equipment
assets on a fair value basis— which increased their value by over $74 million.
Pre-tax operating profit was 37 per cent higher than the 2000-01 result. Revenue
grew by 12 per cent, due to higher earnings from electricity sales.
The HEC is required to make dividend payments to the Tasmanian Government. In
2001-02, $61 million was provided for, an increase of 23 per cent on the previous
year.
Since 1998-99, the HEC has received community service obligation (CSO)
payments for the provision of electricity to customers on the Bass Strait Islands. In
2001-02, CSO payments amounted to almost $5.4 million.
                                             
1 Prior to disaggregation, the HEC had sole responsibility for the generation, transmission and
sale of electricity in Tasmania. Transend Networks is responsible for electricity transmission
and Aurora Energy is responsible for electricity distribution and retailing. On 1 July 2000,
system control for the Tasmanian electricity network was transferred to Transend Networks.
The financial impact of the restructure was a reduction in the HEC’s equity of $520 million.
2 Delivery of services to the Bass Straight Islands has been contracted to Aurora Energy.
3  OTTER has assumed the price oversight regulation role formerly discharged by the
Government Prices Oversight Commission. In 1999-00, OTTER determined maximum prices
that HEC could charge between from 1 January 2000 to 31 December 2002.ELECTRICITY 143
HYDRO-ELECTRIC CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02
Size
Total assets $m  4 041  3 199  3 250  3 342  3 515




$’000  94 693  26 792  1 676  46 284  63 390
Operating sales margin %   46.8   41.5   31.5   40.2   36.9
Cost recovery %   193.4   179.9   164.3   165.2   156.5
Return on assets %   6.0   3.7   3.2   4.1   4.0
Return on equity %   1.7   0.1   0.4   0.8   1.6
Financial management
Debt to equity %   67.7   61.2   57.5   55.0   52.1
Debt to total assets %   33.2   28.9   32.1   31.5   30.2
Total liabilities to equity %   95.9   87.0   80.4   77.2   76.8
Interest cover times   1.6   1.2   1.0   1.5   1.9
Current ratio %   27.7   17.9   25.2   27.6   32.5
Leverage ratio % 195.9 187.0 180.4 177.2 176.8
Payments to and from government
Dividends $’000 57 709 42 591 45 062 49 230 60 503
Dividend to equity ratio %   2.6   2.3   2.6   2.7   3.1
Dividend payout ratio %   148.3  1 643.8   623.9   323.4   194.3
Income tax expense $’000 55 790 24 201 -5 547 31 060 32 252
CSO funding $’000 0 4 390 4 551 4 914 5 356
a The Hydro-Electric Corporation (HEC) incurred abnormal expenses relating to the refurbishment of property
assets in villages around power stations in readiness for their disposal. Includes an asset revaluation
decrement of $329 million. b On 1 July 1998, the HEC was structurally separated into three businesses. This
involved the transfer of assets (valued at $1  billion) and liabilities (valued at $473  million) relating to
transmission, distribution and retailing to Transend Networks and Aurora Energy. The data from 1998-99
relates only to the restructured HEC. The HEC incurred abnormal expenses relating to maintenance on one
power station and the refurbishment of another to meet peak demand as a consequence of the maintenance
being undertaken on the first. Includes an asset revaluation increase of $209 million. c The HEC reported an
abnormal expense of $27 million related to debt restructuring. Includes an asset valuation increase of
$129 million. d Includes debt restructuring expenses relating to the repurchase of loans ($6.8 million) and the




Aurora Energy Pty Ltd (Aurora) was established on 1  July  1998, following the
dissaggregation of the Hydro-Electric Corporation (HEC).1 Aurora is incorporated
under the Corporations Act 2001 (Cth), pursuant to the Electricity Companies Act
1997.
Aurora is mainland Tasmania’s only electricity distribution and retail company. It
also holds retail licenses for electricity in NSW and Victoria.2 Aurora’s charges are
regulated by the Office of the Tasmanian Energy Regulator (OTTER).3
Pre-tax operating profit has improved throughout the reporting period and was
8 per cent higher in 2001-02 than the previous year. This rise was due mainly to
increased revenue from electricity sales. Despite higher profitability, return on
assets was lower in 2001-02 than 2000-01, due to a 6 per cent increase in the value
of Aurora’s assets.
Aurora’s debt levels have declined since 1998-99. In 2001-02, the debt to equity,
debt to total assets and debt to total liabilities ratios were all at their lowest levels
since the company’s formation.
In 2001-02, Aurora provided for a dividend to the Tasmanian Government of almost
$12.6 million — or 40 per cent of after-tax profits. Until 1 July 2001, Aurora also
made contributions to the Tasmanian Government in the form of a 5 per cent State
Government levy on energy sales to most retail customers.
Aurora has a Community Service Activity Agreement with the Tasmanian
Government, under which it receives a payment for providing pensioners with
discounted electricity. In 2001-02, payments amounted to $9.7 million.
                                             
1 Prior to disaggregation, the HEC had sole responsibility for the generation, transmission and
sale of electricity in Tasmania. Transend Networks is responsible for electricity transmission
and Aurora is responsible for electricity distribution and retailing. The HEC is also responsible
for generation, distribution and retailing on the Bass Strait Islands — where service delivery
has been contracted to Aurora.
2  Since dissaggregation, Aurora has broadened its range of products and services. In 2001-02, it
entered an alliance with Signature Security Group for the purpose of marketing security
products. This follows the establishment of a telecommunications joint-venture (TasTel) in
2000-01, and the formation a subsidiary company — EziKey — to market its bill paying
system.
3 The OTTER determined a 7 per cent per year average reduction for high voltage customers, a
1.3 per cent reduction for low voltage customers and a 1 per cent rise for domestic customers
(all in real terms) over the period January 2000 to January 2003.ELECTRICITY 145
AURORA ENERGY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01 2001-02
Size
Total assets $m n.r. 762 765 792 836




$’000 n.r. 26 596 29 105 37 002 40 139
Operating sales margin % n.r. 11.9 12.7 12.3 11.6
Cost recovery % n.r. 112.7 114.7 114.0 113.1
Return on assets % n.r. 8.6 9.3 9.2 8.4
Return on equity % n.r. 5.5 8.6 8.0 11.1
Financial management
Debt to equity % n.r. 171.2 158.8 143.9 127.0
Debt to total assets % n.r. 51.0 49.5 48.6 46.4
Total liabilities to equity % n.r. 235.7 221.2 201.0 180.8
Interest cover times n.r. 1.7 1.7 2.1 2.4
Current ratio % n.r. 72.2 76.7 55.2 80.3
Leverage ratio % n.r. 335.7 321.2 301.0 280.8
Payments to and from government
Dividends $’000 n.r. 6 200 10 052 10 244 12 566
Dividend to equity ratio % n.r. 2.7 4.2 3.9 4.2
Dividend payout ratio % n.r. 50.0 50.0 50.8 40.5
Income tax expense $’000 n.r. 14 196 9 002 16 856 9 082
CSO funding $’000 n.r. 9 826 9 797 9 727 9 745
a Aurora Energy commenced operations on 1  July  1998 following the restructure of the Hydro-Electric
Corporation. Aurora Energy is responsible for the low voltage distribution and retailing of electricity and has an
exclusive retail licence for all of Tasmania, excluding the Bass Strait Islands. Aurora Energy incurred abnormal
expenses ($3.8  million) relating to payments made to staff under redundancy and voluntary advanced
retirement programs, and rebranding costs. b Aurora Energy reported abnormal expenses of $2.9  million
relating to redundancy and retirement payments, rebranding costs, costs associated with year 2000 software
upgrades and the Goods and Services Tax implementation. This was offset by abnormal revenue of




Transend Networks (Transend) was established on 1  July  1998, following the
dissaggregation of the Hydro-Electric Corporation (HEC).1 Transend is
incorporated under the Corporations Act 2001 (Cth), pursuant to the Electricity
Companies Act 1997.
Transend owns and operates the high voltage electricity transmission system in
Tasmania, which includes almost 3500  km of overhead transmission lines,
45 substations and 10 switching stations.
On 1 July 2000, Transend assumed the role of system controller for the Tasmanian
electricity network from the HEC, making it responsible for maintaining power
system security and assisting with power system planning. Transend’s charges are
regulated by the Office of the Tasmanian Energy Regulator (OTTER).2
In 2001-02, assets increased in value by almost 30  per cent  ($129 million)
compared to the previous year, mainly due to a $118 million upward revaluation of
property, plant and equipment.
Pre-tax operating profit for 2001-02 increased by almost 30 per cent, mainly due to
reduced decommissioning expenses. The increase in operating profit resulted in
improved returns on assets and equity compared to the previous year — although
this was somewhat offset by the upward asset revaluation.
Debt levels increased slightly in 2001-02, following significant decreases the
previous year. Transend’s debt levels are relatively low with a debt to total assets
ratio of 3.3 per cent. The transmission businesses in NSW and Queensland have a
ratio of over 100 per cent.
In 2001-02, Transend’s board recommended that a dividend of $9.8 million be paid
to the Tasmanian Government. Transend has not been required to perform any
community service obligations by the Tasmanian Government over the reporting
period.
                                             
1 Prior to disaggregation, the HEC had sole responsibility for the generation, transmission and
sale of electricity in Tasmania. Transend Networks is responsible for electricity transmission
and Aurora Energy is responsible for electricity distribution and retailing. The HEC is also
responsible for generation, distribution and retailing on the Bass Straight Islands — where
service delivery has been contracted to Aurora Energy.
2 In November  1999, OTTER increased the revenue cap by 4.3  per  cent in real terms for
Transend’s regulated activities, covering the period January 2000 to January 2003.ELECTRICITY 147
TRANSEND NETWORKS (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m n.r. 406 437 464 593




$’000 n.r. 34 656 34 220 22 407 28 637
Operating sales margin % n.r. 52.8 51.6 30.6 36.7
Cost recovery % n.r. 211.7 206.5 144.0 158.1
Return on assets % n.r. 8.6 8.3 5.3 5.6
Return on equity % n.r. 5.7 6.2 2.6 4.3
Financial management
Debt to equity % n.r. 4.0 5.2 3.9 3.3
Debt to total assets % n.r. 3.5 4.6 3.5 3.3
Total liabilities to equity % n.r. 15.7 16.8 17.4 13.3
Interest cover times n.r. 91.7 41.4 16.4 25.8
Current ratio % n.r. 27.1 27.3 35.8 39.8
Leverage ratio % n.r. 115.7 116.8 117.4 113.3
Payments to and from government
Dividends $’000 n.r. 9 994 11 199 10 091 9 837
Dividend to equity ratio % n.r. 2.8 3.1 2.6 2.1
Dividend payout ratio % n.r. 50.0 50.0 100.2 50.0
Income tax expense $’000 n.r. 14 668 11 821 12 341 8 963
CSO funding $’000 n.r. 0 0 0 0
a Includes an asset revaluation increase of $118 million. n.r. Not relevant.148 FINANCIAL
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POWER AND WATER AUTHORITY Northern Territory
The Power and Water Authority (PAWA) was established under the Power and
Water Authority Act in 1987.1 The PAWA generates, transmits and retails
electricity throughout the NT, as well as providing water and sewerage services.
The PAWA’s electricity operations are regulated by the Electricity Reform Act
2001. Three separate grid systems operate in the NT; Darwin-Katherine, Alice
Springs and Tenant Creek. The generation, transmission, distribution and sale of
electricity provided 68  per  cent of all revenue and 51  per  cent of all assets in
2001-02.
Electricity retail prices paid by PAWA’s non-contestable customers are regulated
by the NT Government via an Electricity Pricing Order under the Electricity Reform
Act.2 Under the Network Access Code (a schedule to the Electricity Networks (Third
Party) Access Act), the maximum allowable revenue the PAWA can earn from its
transmission network through network access tariffs and charges, is set by the
Utilities Commission.
The value of assets increased by almost $66 million in 2001-02, mainly due to a net
revaluation increment of $59  million for property, plant and equipment assets.
These revaluations were based on experts’ appraisals carried out in the previous
year, using an optimised replacement cost methodology.
Dividends are provided for in accordance with the NT Government’s dividend
policy at a rate of 50 per cent of after-tax profit.
The PAWA received almost $59 million from the NT Government for the provision
of community service obligations (CSOs) in 2001-02. Around 60 per cent of CSO
payments were for the provision of essential services to Aboriginal communities,
with the remainder primarily for the provision of uniform tariffs.
                                             
1  The PAWA became the first NT Government Owned Corporation on 1 July 2002. From 2002-
03, it will referred to as the Power and Water Corporation, operating under the Government
Owned Corporation Act 2001.
2  The NT does not have full retail contestability. Customers using less than 750 MWh per annum
cannot choose their electricity supplier. Although larger customers are entitled to choose their
electricity supplier, the PAWA is the sole licensed retailer operating in contestable segments of
the NT electricity market, following the withdrawal of a competitor in September 2002.ELECTRICITY 149
POWER AND WATER AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m 1 023





Operating sales margin % 9.5
Cost recovery % 110.5
Return on assets % 3.8
Return on equity % 2.5
Financial management
Debt to equity % 42.5
Debt to total assets % 27.5
Total liabilities to equity % 54.9
Interest cover times 1.7
Current ratio % 138.9
Leverage ratio % 154.9
Payments to and from government
Dividends $’000 9 227
Dividend to equity ratio % 1.4
Dividend payout ratio % 55.6
Income tax expense $’000 -401
CSO funding $’000 58 814
a 2001-02 is the first year that the Power and Water Authority was included in this report. It was established in
1987 under the Power and Water Authority Act.150 FINANCIAL
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SNOWY MOUNTAINS HYDRO-ELECTRIC AUTHORITY Commonwealth
The Snowy Mountains Hydro-Electric Authority (SMHEA) controls the Snowy
Mountains Scheme — a dual-purpose hydro-electric and irrigation development. Up
to 27 June 2002, the SMHEA operated as a statutory authority under the Snowy
Mountains Hydro-Electric Power Act 1949 (SMHEP Act). It was prescribed by
regulation to be a government business enterprise for the purposes of the
Commonwealth Authorities and Companies Act 1997.
On 28  June 2002, the SMHEA and Snowy Hydro Ltd were merged and
corporatised.1 Corporatisation occurred under the Snowy Corporatisation Act 1997.
The Commonwealth, NSW and Victoria were joint shareholder governments of the
SMHEA. Under the new arrangements they will have shares in the new entity in
proportion to their shareholding in SMHEA.2
The SMHEA generates its revenue through contributions from the recipients of the
Scheme’s energy production. Under the SMHEP Act, contributions are made to the
Authority’s revenue on the basis of the net cost of production.3 Net cost of
production has fallen by 19 per cent over the reporting period. The Authority does
not generate any revenue from its water operations.
Over the reporting period, the SMHEA has maintained a cost recovery ratio of
around 90 per cent and earned a relatively low return on assets. The operating losses
incurred over the period largely stem from an asset revaluation in 1991, which led
to higher depreciation charges.4
                                             
1 In 1997, Snowy Hydro Trading Pty Ltd (SHTPL) was established to trade electricity generated
by the Snowy scheme into the National Electricity Market. On 27 June 2001, SHTPL was
incorporated as Snowy Hydro Ltd.
2 Under the 1957 Agreement, NSW is entitled to 58 per cent of the SMHEA’s electrical output,
Victoria 29 per cent and the Commonwealth 13 per cent.
3  For any given year the net cost of production includes annual interest, an instalment for
accumulated interest, depreciation, maintenance charges and operational costs, less
miscellaneous credits of a current nature.
4 Under the SMHEP Act, the additional depreciation charge resulting from the asset revaluation
cannot be included in determining the net cost of production.ELECTRICITY 151
SNOWY MOUNTAINS HYDRO-ELECTRIC AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m  3 346  3 241  3 161  3 100  3 003




$’000 -80 138 -78 783 -79 728 -76 820 -20 444
Operating sales margin % -1.6 -8.7 -12.0 -13.1   10.3
Cost recovery %   98.4   92.0   89.3   88.4   111.5
Return on assets %   0.1 -0.2 -0.4 -0.5   1.1
Return on equity % -3.3 -3.4 -3.5 -3.5 -1.0
Financial management
Debt to equity %   39.6   39.7   41.2   42.9   43.2
Debt to total assets %   27.7   27.6   28.4   29.2   29.1
Total liabilities to equity %   41.4   41.7   43.2   45.5   46.0
Interest cover times   0.0 -0.1 -0.2 -0.2   0.6
Current ratio %   19.7   36.5   63.8   59.8 n.a.
Leverage ratio % 141.4 141.7 141.7 141.7 141.7
Payments to and from government
Dividends $’000 0 0 0 0 0
Dividend to equity ratio %  0   0  0   0  0
Dividend payout ratio %   0  0   0  0   0
Income tax expense $’000 0 0 0 0 0
CSO funding $’000 0 0 0 0 0
a Due to the transfer of assets from the Snowy Mountains Hydro-Electric Authority (SMHEA) to Snowy Hydro
on 28  June  2002, the 2001-02 annual report for the SMHEA did not include a breakdown of assets and
liabilities in to current and non-current classes. As such, it was not possible to calculate the current ratio.




8 Water, sewerage, drainage and
irrigation
The financial performance of 23 water, sewerage, drainage and irrigation (referred
to hereafter as water) government trading enterprises (GTEs) is reported in this
chapter. In 2001-02, these GTEs generated over $5 billion in revenue and controlled
assets valued at around $40 billion.
The monitored water GTEs vary in size and the range of services they provide.
Several are vertically integrated, carrying out all activities involved in the supply
and treatment of water and sewage including water treatment; bulk water supply;
reticulation and retail supply; sewage collection and treatment; drainage; and
irrigation supply. Others provide only a limited range of these services.
The GTEs monitored include those that provide services to major urban areas as
well as several that provide services in regional areas.
Financial performance summaries, including performance indicators for each GTE,
are presented after this introduction. The performance indicators are consistent
across individual GTEs. However, when making comparisons, care should be taken
to consider differences in market environments and issues relating to the valuation
of assets.
For a discussion of the data and the performance indicators used and some of the
factors that should be considered when assessing performance, see chapter 3.
8.1 Monitored GTEs
The monitored water GTEs do not all undertake the same set of activities (see table
8.1). Some also have interests in other areas. For example, ACTEW Corporation
(ACT) has a joint venture interest with the private sector for the supply of gas and
electricity.Table 8.1 Activities — water GTEs, 2001-02
Water GTE Jurisdiction Activity
Catchment
management
Bulk water Reticulation Wastewater
treatment
Irrigation supplya
Sydney Catchment Authority NSW ✓✓ ✘✘ ✘
Sydney Water NSW ✘✘ ✓✓ ✘
Hunter Water NSW ✓✓✓✓ ✘
Melbourne Water Victoria ✓✓✓✓ ✓
City West Water Victoria ✘✘ ✓ ✘✘
South East Water Victoria ✘✘ ✓ ✘✘
Yarra Valley Water Victoria ✘✘ ✓ ✘✘
Barwon Water Victoria ✓✓✓✓ ✘
Coliban Water Victoria ✘ ✓✓✓ ✘
Goulburn Valley Water Victoria ✘ ✓✓✓ ✘
Gippsland Water Victoria ✘ ✓✓✓ ✘
Central Highlands Water Victoria ✘ ✓✓✓ ✘
Southern Rural Water Victoria ✘ ✓ ✘✘ ✓
Sunraysia Water Victoria ✘ ✓ ✘✘ ✓
Wimmera Mallee Water Victoria ✘ ✓ ✘✘ ✓
Goulburn–Murray Water Victoria ✘ ✓ ✘✘ ✓
Sunwater Queensland ✘ ✓ ✘✘ ✓
SA Water SA ✘ ✓✓✓ ✓
Water Corporation WA ✓✓✓✓ ✓
Hobart Water Tasmania ✘ ✓ ✘✘ ✓
Cradle Coast Water Tasmania ✘ ✓ ✘✘ ✓
Esk Water Tasmania ✘ ✓ ✘✘ ✓
ACTEW Corporation ACT ✓✓✓✓ ✘




The set of monitored water GTEs does not generally include local government
service providers. In some cases, the value of assets involved in providing these
services are substantial. For example, the water operations of the Brisbane City
Council and Gold Coast City Council generated revenues of around $497 million
and $218 million respectively in 2001-02 (BCC 2002, GCCC 2002).
The number of monitored water GTEs has expanded over the reporting period (see
figure 8.1). Nine GTEs — eight from regional Victoria — have been included for
the first time. In 2001-02, the nine GTEs had combined assets of around $6 billion
and earned revenue of over $495 million.


























Monitored over the entire period Monitored from 2001-02
Note An additional nine water GTEs were included in 2001-02. The value of sector assets prior to 2001-02
was converted to 2001-02 dollars using the using the implicit price deflator — Gross Fixed Capital Formation
for Public Corporations (see chapter 3).
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Four of the Victorian water GTEs provide water and sewerage services to
households and businesses in regional Victoria.1 Another four are mainly involved
in the storage of bulk water and its sale to irrigators in regional Victoria. ACTEW
Corporation, a vertically integrated water GTE operating predominantly in the
ACT, is the other water GTE included for the first time.
The size of the water GTEs — in terms of the value of the assets controlled and
revenue earned — varies substantially (see figure 8.2). In 2001-02, the smallest
water GTE monitored in terms of asset value was Cradle Coast Water ($61 million)
and the largest was the Sydney Water Corporation (SWC) ($14.3 billion).2















































Source: Productivity Commission estimates.
                                             
1 There are 15  GTEs providing water and sewerage services to household and business
customers in regional Victoria. For this report, the five largest by population served — Barwon
Water, Central Highlands Water, Coliban Water, Gippsland Water and Goulburn Valley Water
— were monitored. They accounted for around 60 per cent of the 15 GTEs’ overall revenue in
2000-01 (VWIA 2001).
2 The Sydney Water Corporation is the second largest GTE monitored in this report. The largest




The regulatory framework for monitored water GTEs differs across jurisdictions.
Most monitored water GTEs operate under licences that specify standards for water
quality, supply reliability and cover the extraction of water from rivers and
underground systems.
There are also differences between jurisdictions in the operating principles
established for water GTEs (see chapter 6). These differences include the emphasis
on commercial objectives by boards and governments — compared to the
importance of other objectives such as compliance with the principles of
ecologically sustainable development.
Most monitored water GTEs set their prices independently, subject to ministerial
approval. The prices of four GTEs — the Sydney Catchment Authority (SCA),
Hunter Water Corporation, the SWC and ACTEW Corporation — were regulated
by independent bodies.3 Prices for a small number of the remaining monitored
water GTEs were set directly by government.
8.2 Market environment
The financial performance of water GTEs is linked to the variable nature of demand
and supply conditions resulting from the weather. Some of this variability is
influenced by the structure of the charges. Changes in health and environmental
standards may have also affected the financial performance of water GTEs.
Water demand and supply
The financial performance of water GTEs is related to their capacity to meet
customer demand. The demand for water (and revenue earned) is directly affected
by weather conditions. For example, the SWC supplied 2404 million litres of water
per day in March 1998 (a dry summer) compared to 1700 million litres per day at
the same time in 1997 (SWC 1999). Over the reporting period the volume of water
supplied by monitored water GTEs varied by up to 17 per cent from year-to-year
(see figure 8.3).
                                             
3 The Independent Pricing and Regulatory Tribunal regulates prices for the NSW water GTEs
































ACTEW Corporation SA Water country Hunter Water
Cradle Coast Water WA Water Corporation
Note WA Water Corporation water sales excludes irrigation services.
Data sources: ACTEW 2002; SA Water 2002; Hunter Water 2002; Cradle Coast Water 2002; Water
Corporation 2002.
Responses by governments and GTEs to reduced water availability include
restrictions on consumption by specific customers or general restrictions applying to
specific activities. For example, in September 2001, the WA Government restricted
the use of sprinklers by households and businesses to two days per week (Water
Corporation 2002).
Revenue is also affected by changes in the underlying demand (caused by factors
such as population or industry growth) and by demand management programs to
reduce per capita water consumption. For many water GTEs, environmental
objectives are included in their governing legislation (see chapter  6). Demand
management programs can assist in deferring the construction of additional water
storages, improving environmental flows in water catchments and ensuring that
there is an appropriate balance between the requirements of households and
businesses.
Customer charges
Historically, water and sewerage charges were based on property values,




usage charge. Property-based charges rarely reflected the cost of providing water
and sewerage services and sometimes resulted in cross-subsidisation between
customers (PC 2002b).
All monitored water GTEs now earn revenue from usage-based charges, typically
comprising a fixed access charge and a volumetric charge based on water use.4 The
fixed access charge is intended to reflect the fixed costs of supplying a customer
including billing, system maintenance and environmental costs. Volumetric charges
reflect the variable cost of supplying water. In some cases, the introduction of
usage-based charges was implemented as part of a demand–management program.
Those GTEs that earn a significant share of total revenue from the volumetric
component of usage-based charges have a greater exposure to changes in the
demand for water, compared to those that earn a larger share of revenue from the
fixed service component.
Most water GTEs were required to comply with standards relating to the quality of
treated water and sewage. Changes in the stringency of standards may affect
financial performance, depending on whether additional treatment processes or
facilities are required. For example, the WA Water Corporation is installing
supplementary disinfection facilities at service reservoirs and upgrading security to
protect water storage sites to comply, state-wide, with the 1996 Australian Drinking
Water Guidelines by 2005 (Water Corporation 2002).
Customer growth
Revenue volatility is also affected by the inclusion of developer and customer
contributions as revenue. Developer and customer contributions entail payments to
GTEs to contribute capital to finance new infrastructure. Alternatively, developers
may be required to construct or install infrastructure assets themselves, which are
then transferred to the responsible GTE at no cost.
During 1999-00, the building sector experienced considerable growth, with the
value of work done on new residential buildings increasing by 20  per  cent
(ABS 2001). As a result of this increased activity, contributions to monitored water
GTEs grew by over 30 per cent. In subsequent years the level of building activity
changed markedly from year-to-year, declining by 30 per cent in 2000-01 and then
increasing by around 26 per cent in 2001-02.
                                             
4 Usage-based charges were first introduced in 1982 by the late Dr John Paterson, AO —
President of the Hunter District Water Board (now the Hunter Water Corporation) between
1982 and 1984.160 FINANCIAL
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Changes in the level of developer and customer contributions affect some water
GTEs more than others. For example, the WA Water Corporation’s developer
charges and contributions accounted for nearly 9.2  per  cent of total revenue in
2001-02. In contrast, developer charges and contributions accounted for around
4.6 per cent of SA Water’s total revenue.
Corporate reforms
Water industry reforms have been aimed at improving efficiency and financial
performance by making the GTEs more commercially focused.
In February  1994, the Council of Australian Governments (COAG) agreed to
develop a ‘strategic framework’ for water reform. Governments decided to bring
this framework within the ambit of the National Competition Policy (NCP) process
in April 1995. Under the framework, governments agreed to introduce:
•   consumption-based two-part tariffs, full cost recovery, and to remove or make
transparent subsidies and cross-subsidies;
•   explicit identification and funding of community service obligations (CSOs);
•   structural separation of water resource management, standard setting and
regulatory enforcement from water provision;
•   trading in rural water entitlements; and
•   the allocation of water for the environment.
Most jurisdictions have implemented two-part tariffs for water and sewerage
services in urban areas and removed cross-subsidies between customers. Western
Australia, SA and Tasmania mostly retain property-based charges for sewerage
services (PC 2002b).
About 20  per  cent of the monitored GTEs received funding for CSOs over the
reporting period. These were mainly for the provision of water to country areas and
pensioner concessions.5 Most of these GTEs received CSOs over the entire
reporting period. The exception was in Queensland, where State Water Projects
(now Sunwater) received CSO funding for the first time in 1998-99. This improved
the transparency of existing non-commercial activities undertaken by State Water
Projects following its commercialisation in July 1997.
                                             
5 Most Victorian water GTEs are reimbursed by the Government for the provision of concessions
to pensioners and other eligible customers. However, these reimbursements have not been




Regulatory, standard setting and resource management functions have been
removed from service providers in most jurisdictions. The establishment of the
SCA, which began operations in 1999, is a consequence of this policy.
The SCA was established as a result of a 1998 review of the detection of the
parasites Cryptosporidium and Giardia in Sydney’s drinking water. The SCA was
made responsible for the management and protection of Sydney’s water supply
catchments, dams, raw water transfer pipelines and canals, and associated
infrastructure. These assets, valued at $647 million, were transferred from the SWC
to the SCA. The SWC continued to supply water, drainage and sewerage services.
Some activities have been privatised or outsourced. For example, SA  Water
contracted out the management and operation of the water supply for the Adelaide
metropolitan area to a private company in 1996. Coliban Water contracts out a
range of activities to the private sector including operations and maintenance;
revenue collection; technical and laboratory operations; and information technology
management. Coliban Water also has several water treatment plants constructed
under public–private sector partnerships.
8.3 Profitability
Profitability indicators provide information on how GTEs are using the assets
vested in them by shareholder governments to generate earnings. However, in
comparing these indicators, the diverse range of activities has to be taken into
account.
The cost recovery ratio indicates a GTE’s ability to generate adequate revenue to
cover expenses. Most water GTEs achieved cost recovery ratios of between 100 and
250 per cent over the reporting period. In 2001-02, four water GTEs recorded cost
recovery ratios of less than 100 per cent.
The charges of Victorian rural water GTEs — Southern Rural Water, Sunraysia
Water, Wimmera Mallee Water and Goulburn–Murray Water — are based on a
renewals annuity concept which involves setting aside funds for known future asset
replacement and rehabilitation in the form of an annuity (see box 8.1). This
typically results in them reporting low or negative operating results using the
concepts that underpin the accounting framework — despite generating sufficient
cashflows to maintain the operating condition of existing infrastructure.
One implication of the renewals annuity approach to setting charges is that returns
to government in the form of dividends and tax-equivalent payments are lower
because these are assessed using an accounting measure of depreciation.162 FINANCIAL
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Box 8.1 Renewal annuity pricing
Charges for rural water GTEs in Victoria are based on providing adequate funding to
maintain the condition of existing channels, pipelines and structures using the renewals
annuity concept. This concept involves setting aside funds for known future asset
replacement and rehabilitation. It is an alternative to setting prices based on the
consumption of fixed assets using an accounting measure of depreciation.
A renewals-based pricing approach is consistent with the minimum full cost recovery
requirements of National Competition Policy agreements for the water sector — ‘to
recover the operational, maintenance and administrative costs, externalities, taxes or
tax-equivalents (not including income tax), the interest cost on debt, dividends (if any)
and provision for future asset refurbishment and replacement’ (NCC 2002). However,
this concept of full cost recovery does not require a provision for the opportunity cost of
capital.
To calculate a renewals annuity, a GTE identifies those assets that will reach the end
of their life in the renewals period. It estimates the costs of replacing these assets and
calculates the annual cash requirement to meet these costs.
The effect on the operating result using this approach can be derived by substituting
accounting depreciation with a renewals charge (see table B.1).
Table B.1 Renewals reconciliation — Sunraysia Rural Water, 2001-02
($’000)
Net operating result (accounting depreciation based) -5 067
Add depreciation 6 445
Less renewals annuity 3 313
Net operating result (renewals-based) -1 935
The renewals-based method of setting charges typically results in more favourable
operating results compared to an assessment that includes depreciation charges. For
example, Southern Rural Water’s operating surplus using a renewals-based approach
produced a better operating result than using a depreciation approach for each of the
last five years (see table B.2).






1997-98 1 773 2 530
1998-99 1 033 1 888
1999-00 90 1 016
2000-01 528 2 708
2001-02 -5 536 -3 603




The operating profit of most water GTEs improved over the reporting period. Total
sector nominal pre-tax operating profit increased from $1.4 billion in 1997-98 to
$1.6  billion in 2001-02. The nine GTEs included for the first time in 2001-02
contributed around $60 million of this increase.
The increase in operating profit since 1997-98 was comparable to the growth in the
value of assets. As a result, the return on assets for the sector overall remained
stable at about 5 per cent.
There were large differences in the return on assets for some GTEs over the
reporting period (see figure 8.4) In 2001-02, around three-quarters of water GTEs
had a rate of return on assets less than the risk free rate of 6 per cent for 10-year
Commonwealth Government bonds (RBA 2003).
















Note Nine GTEs were included for the first time in 2001-02. Return on assets is the ratio of earnings before
interest and tax (EBIT) to average total assets. EBIT is calculated by subtracting total expenses from total
revenue (includes abnormals) and adding back gross interest expense. Average total assets is the average of
the value of assets at the beginning and end of each financial year. Where an average was not available, the
value of total assets at the end of the financial year was used.
Source: Productivity Commission estimates.164 FINANCIAL
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The return on assets is also affected by asset revaluations. For example, the value of
Sunwater’s assets decreased by almost 90 per cent in 1999-00, as a result of the
revaluation of non-current physical assets and a move from deprival valuation
methodology to fair value methodology. Subsequently, the return on assets and
return on equity improved.
There are distinct differences in the profitability of water GTEs operating in
metropolitan and non-metropolitan areas in Victoria.6 The return on assets for
metropolitan water GTEs in 2001-02 was 10.2 per cent, compared to the return on
assets of around 0.8 per cent for regional water GTEs. Victorian rural water GTEs
reported a negative return on assets, most likely reflecting the cost recovery method
used to determine water charges (see box 8.1).
Another ratio used to measure profitability is return on equity — the rate of
earnings on capital provided by shareholder governments. Over the reporting period
the return on equity for most water GTEs improved. Return on equity is affected by
debt restructuring and operating profits. For example, return on equity for Cradle
Coast Water increased from -5.4  per  cent in 1997-98 to 3.7  per  cent in 2000-01
when interest expenses declined following debt restructuring.
8.4 Financial management
Financial management indicators provide information about the capital structure of
GTEs and their ability to meet the cost of servicing debt and other liabilities as they
fall due.
Debt levels for monitored water GTEs increased in nominal terms from $5.9 billion
in 1997-98 to $7.2 billion in 2001-02. This was partially matched by the growth in
assets over the period. Most of the increase in the sector’s overall debt was due to
additional borrowing by the WA Water Corporation ($463  million), the
SWC  ($310  million), SA  Water ($218  million) and the inclusion of ACTEW
Corporation ($360 million).
Debt levels declined for most GTEs, contributing to a fall in their debt to total assets
ratio over the reporting period (see figure 8.5). Among the monitored water GTEs,
eight operated debt free.
                                             
6 The metropolitan water GTEs are City West Water, Yarra Valley Water, South East Water and
the Melbourne Water Corporation. The regional water GTEs are Barwon Water, Coliban
Water, Goulburn Valley Water, Gippsland Water and Central Highlands Water. The rural water





Many water GTEs have undergone financial restructuring as part of the reform
process. This has largely involved changing the capital structure through debt for
equity swaps; debt repayments; and debt restructuring.
From 1997-98, the debt to total asset ratios for the metropolitan water GTEs in
Victoria fell as a result of capital restructuring. This restructuring was part of an
$850 million financial reform package that included debt for equity swaps.
Asset revaluations affected the debt to total assets ratios of some water GTEs over
the reporting period. For example, Barwon Water’s assets increased by $25 million
in 2001-02 following an asset revaluation. The revaluation contributed to a fall in
the debt to total assets ratio from 7.4 per cent in 2000-01 to 6.9 per cent in 2001-02.
Interest cover — which measures the capacity of a GTE to meet periodic interest
payments out of current earnings — for the sector in 2001-02 was 4.4 times. This
was higher than the average at the beginning of the reporting period (3.4), although
interest cover has remained largely unchanged after 1999-00. This was a consistent
trend for most water GTEs.
The ability of water GTEs to meet short-term liabilities, as indicated by the current
ratio, has remained largely unchanged since 1997-98. Although most water GTEs
had current ratios below 100  per  cent for most of the reporting period, the
reasonably stable cash flows that are generally a feature of the water sector suggest
that low current ratios can be sustained.166 FINANCIAL
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Note Nine GTEs were included for the first time in 2001-02. At least six of these operated debt free. Debt is
defined to include all repayable borrowings (interest bearing and non-interest bearing), interest bearing non-
repayable borrowings and finance leases. Average total assets is the average of the value of assets at the
beginning and end of each financial year. Where an average was not available, the value of total assets at the
end of the financial year was used.
Source: Productivity Commission estimates.
8.5 Transactions with government
As a part of the reform process, governments have sought to give GTEs a greater
commercial focus and facilitate competitive neutrality by exposing them to factor
market disciplines and regulations similar to those faced by private sector
businesses.
The dividend payable by each GTE depends on the dividend policy of its owner
government (see PC 2001). In 2001-02, about 50 per cent of monitored water GTEs
had dividend payout ratios above 50 per cent. At least four did not pay, or propose




The introduction of tax-equivalent regimes varied across GTEs. However, by the
end of the reporting period, all water GTEs were required to make tax-equivalent
payments.7
Income tax expenses decreased in 1999-00 as a result of a reduction in the future
company tax rate.8 Across the sector, this led to a downward adjustment in
tax-equivalent payments by around $150 million.
The level of income tax-equivalent and dividend payments varied from year-to-year
(see figure 8.6). In 2001-02, water GTEs made around $540  million in income
tax-equivalent payments to owner governments. The NSW  and Victorian
governments were the major recipients, receiving 34 per cent and 25 per cent of all
income tax-equivalent payments made by water GTEs respectively.
A requirement of COAG reforms is the disclosure of the amount by which services
are provided at prices that do not fully recover costs. Full cost recovery under this
framework requires that prices should be set to cover a range of costs such as
operational, maintenance and administrative costs, externalities, taxes or
tax-equivalent payments, provisions for the cost of asset consumption, interest costs
on debt and cost of capital (NCC  2002). Governments are required to make
transparent any payments to GTEs for non-commercial services requested by
governments.
CSOs provided by some water GTEs include concessions, the supply of services
below the cost of provision and upgrading sewerage infrastructure. In 2001-02, five
water GTEs received funding for CSOs totalling around $433 million. Several other
water GTEs were reimbursed funds by governments for pensioner and other
concessions but these amounts were not disclosed in financial statements.
                                             
7 In 2001-02, most water GTEs were subject to the National Tax Equivalent Regime (NTER)
(see chapter 2). Water GTEs subject to state-based regime in 2001-02 indicated that they would
be covered by the NTER from 2002-03.
8  The company tax rate fell from 36 per cent in 1999-00 to 34 per cent for 2000-01. It declined to
30 per cent from 2001-02.168 FINANCIAL
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Monitored over the entire period Monitored from 2001-02
Note Nine GTEs were included for the first time in 2001-02. The value of dividends and tax-equivalent
payments prior to 2001-02 were converted to 2001-02 dollars using the using the implicit price deflator —
Gross Fixed Capital Formation of Public Corporations (see chapter 3).




8.6 GTE performance reports
Sydney Catchment Authority (NSW)
Sydney Water Corporation (NSW)
Hunter Water Corporation (NSW)
Melbourne Water Corporation (Victoria)
City West Water (Victoria)
South East Water (Victoria)
Yarra Valley Water (Victoria)
Barwon Regional Water Authority (Victoria)
Coliban Water (Victoria)
Goulburn Valley Water (Victoria)
Gippsland Water (Victoria)
Central Highlands Water (Victoria)
Southern Rural Water (Victoria)
Sunraysia Rural Water (Victoria)
Wimmera Mallee Water (Victoria)
Goulburn–Murray Water (Victoria)
Sunwater (Queensland)
SA Water Corporation (SA)
Water Corporation (WA)
Hobart Regional Water Authority (Tasmania)
Cradle Coast Water (Tasmania)
Esk Water Authority (Tasmania)
ACTEW Corporation (ACT)170 FINANCIAL
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SYDNEY CATCHMENT AUTHORITY New South Wales
The Sydney Catchment Authority (SCA) was established by the Sydney Water
Catchment Management Act 1998 to provide, construct, operate, manage and
maintain efficient systems for the supply of bulk water. The SCA’s activities are
carried out under an Operating Licence granted by the Governor and a Water
Management Licence with the Department of Land and Water Conservation. Bulk
water sales to the Sydney Water Corporation (SWC) account for around 97 per cent
of total revenue.1
Charges for bulk water and other services are determined by the Independent
Pricing and Regulatory Tribunal (IPART). Under a determination made in
September 2000, real charges did not change in 2001-02.2 IPART may also appoint
an auditor to examine the SCA’s performance against the terms of its Operating
Licence every 12 months.
Profitability declined in 2001-02, due primarily to a 20  per  cent increase in
expenses. Expenses included a loss of $6.9  million on land transferred to the
National Parks and Wildlife Service and a $4 million payment to the Department of
Land and Water Conservation to fund priority sewerage upgrade projects.3
In 2001-02, capital expenditure was around $23 million. This was mainly funded
from retained earnings, leaving the level of borrowings largely unchanged
compared to the previous year. The decline in the value of assets in 2001-02 was
predominantly due to a revaluation of some land to fair value ($6.9 million), and
land transfers to the SWC ($11.7  million) and the National Parks and Wildlife
Service ($5.6 million).
The SCA is required to make tax-equivalent and dividend payments. The funding of
some non-commercial activities is not explicitly reported in the financial
statements.4
                                             
1 Responsibility for managing catchments, dams and their associated infrastructure was
transferred from SWC to the SCA in July 1999. There was a transfer of $492 million in net
assets, comprising among other things $619 million in system assets, property and equipment
and $162 million of debt.
2 Under the determination, charges will remain fixed in real terms over the period 2000-01 to
2004-05, subject to a review by IPART in 2002-03.
3 Assets constructed under the program may be transferred to local government.
4 Under its Operating Licence, the SCA is also required to manage a range of cultural heritage




SYDNEY CATCHMENT AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00a 2000-01 2001-02b
Size
Total assets $m  n.r.  n.r. 736   746   711




$’000  n.r.  n.r. 59 880  47 436  26 650
Operating sales margin %  n.r.  n.r. 56.5   46.6   31.8
Cost recovery %  n.r.  n.r. 230.0   187.3   146.7
Return on assets %  n.r.  n.r. 9.5   8.0   5.3
Return on equity %  n.r.  n.r. 7.5   5.9   3.1
Financial management
Debt to equity %  n.r.  n.r. 30.9   30.1   32.0
Debt to total assets %  n.r.  n.r. 21.8   21.6   21.9
Total liabilities to equity %  n.r.  n.r. 41.5   40.0   42.2
Interest cover times  n.r.  n.r. 7.2   5.1   3.2
Current ratio %  n.r.  n.r. 92.7   70.4   40.0
Leverage ratio %  n.r.  n.r. 141.5 140.0 142.2
Payments to and from government
Dividends $’000  n.r.  n.r. 10 600 17 600 30 500
Dividend to equity ratio %  n.r.  n.r. 2.0   3.3   5.9
Dividend payout ratio %  n.r.  n.r. 27.3   56.5   189.5
Income tax expense $’000  n.r.  n.r. 21 100 16 278 10 555
CSO funding $’000  n.r.  n.r. 0 0 0
a The  Sydney Water Catchment Management Act  1998 received assent on 14  December  1998. On
2 July 1999 the Sydney Catchment Authority (SCA) commenced operations. On this date, $491.6 million in net
assets were transferred from Sydney Water Corporation to the SCA. b Includes a downward revaluation of
some land ($6.9 million), and land transfers to the Sydney Water Corporation ($11.7 million) and the National
Parks and Wildlife Service ($5.6 million). n.r. Not relevant.172 FINANCIAL
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SYDNEY WATER CORPORATION New South Wales
Sydney Water Corporation (SWC) operates under the State Owned Corporations
Act 1991 and the Sydney Water Corporation Act 1994.1 The SWC supplies drinking
water and provides wastewater services and some stormwater services to a
population of around 4.1 million in Sydney, the Blue Mountains and the Illawarra
under an Operating Licence granted by the Governor.
About 90 per cent of the SWC’s revenue, including water and wastewater charges,
is regulated by the NSW Independent Pricing and Regulatory Tribunal (IPART).2
The decline in assets in 1999-00 was partly due to a transfer of staff, assets, rights
and liabilities relating to catchment management to the Sydney Catchment
Authority in July 1999. The transferred assets, which included catchments, dams
and bulk water pipelines, had a net value of $492 million.
Revenue increased by 4.3 per cent in 2001-02, due to a higher level of contributions
from developers and from asset sales. Over the same year, expenses increased by
less than 1 per cent. The increase in expenses included $101 million related to poor
returns by superannuation funds and a higher assessment of the SWC’s gross
liability under its employees’ defined benefit superannuation scheme.
Capital expenditure of $506 million and a revaluation increment of $334 million to
system assets in 2001-02 contributed to a 5.8 per cent increase in assets compared
with the previous year. Capital expenditure was partly funded by a $160 million
increase in borrowings. Debt has increased by around $325  million in nominal
terms since 1998-99, resulting in an increase in the SWC’s debt to equity, debt to
total assets and debt to total liabilities ratios over this period.
SWC is required to make tax-equivalent and dividend payments. It receives funding
for the provision of community service obligations (CSOs).3
                                             
1 The enactment of the Water Legislation Amendment (Drinking Water and Corporate Structure)
Act 1998 changed the status of the SWC from a ‘company’ State Owned Corporation (SOC) to
a ‘statutory’ SOC. The change gave the responsible Minister greater power to make directions
and access information, among other things.
2 IPART’s determination covering the period October  2000 to June  2003 set charges for all
services in 2000-01. Charges in subsequent years are to be adjusted using a CPI-X formula. In
November 2001, IPART also assumed responsibility for monitoring and reporting compliance
with urban water licensing arrangements.
3 In 2001-02, CSO funding related to rebates for pensioners and low income households
($66 million), exempt properties such as charitable and religious organisations ($8.7 million),
reticulated sewerage services in high priority areas ($2.9  million) and the Blue Mountains




SYDNEY WATER CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01c 2001-02d
Size
Total assets $m  14 061  13 278  13 053  13 471  14 253




$’000  369 634  233 737  385 296  283 510  334 548
Operating sales margin %   37.7   28.5   35.3   29.4   31.6
Cost recovery %   138.1   145.1   153.4   145.3   146.2
Return on assets %   4.0   3.0   4.0   3.2   3.4
Return on equity %   2.2   1.4   3.0   1.5   1.6
Financial management
Debt to equity %   15.8   16.9   17.0   18.1   18.8
Debt to total assets %   13.3   13.3   13.8   14.9   15.4
Total liabilities to equity %   21.7   22.8   22.6   23.2   25.7
Interest cover times   3.1   2.3   3.8   3.0   3.4
Current ratio %   60.2   24.5   41.0   59.5   51.2
Leverage ratio % 121.7 122.8 122.6   123.2   125.7
Payments to and from government
Dividends $’000 209 000 91 683 129 271 53 353 110 000
Dividend to equity ratio %   1.9   0.8   1.2   0.5   1.0
Dividend payout ratio %   86.0   60.1   40.3   32.7   60.1
Income tax expense $’000 126 533 81 160 64 253 120 292 151 460
CSO funding $’000 89 700 105 200 87 686 73 300 78 343
a  Sydney Water Corporation (SWC) recorded an abnormal expense of $55.4  million  due to water
contamination incidents that occurred in July, August and September 1998. SWC was required over a three
year period commencing 1997-98, to pay 100 per cent of its profit after tax and developer contributions as a
dividend to the NSW Government. In 1998-99, the dividend declared excludes capital contributions in respect
of the Rouse Hill Development and specific sewer backlog projects. b  Includes abnormal revenue of
$132.8  million relating to superannuation adjustments and an abnormal expense of $80.3  million for
redundancy payments. Includes a revaluation increment of $134  million relating to system and property
assets. Responsibility for managing catchments, dams and their associated infrastructure were transferred to
the Sydney Catchment Authority. The transfer included $492  million in net assets, comprising mainly
$619 million in system assets, property and equipment and $162 million of debt. Income tax expense was
adjusted down by $5.9  million resulting from a reduction in the company tax rate from 36  per  cent up to
1999-00, to 34  per  cent for 2000-01 and then to 30  per  cent from 2001-02. c  Includes expenses of
$56.2  million relating to superannuation adjustments, $8.1 million relating to redundancy and $36.3 million
relating to the repayment of excess government contributions for sewerage backlog projects. Includes a
revaluation increment of $167.8  million relating to system and property assets. d Includes  a  $101 million
expense relating to superannuation adjustments and a revaluation increment of $334 million to system assets.174 FINANCIAL
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HUNTER WATER CORPORATION New South Wales
Hunter Water Corporation (HWC) operates under the State Owned Corporations
Act 1989 and the Hunter Water Act 1991.1 The HWC provides water, wastewater
and drainage services to almost half a million people, living in the Newcastle, Lake
Macquarie, Maitland, Cessnock and Port Stephens council areas under an Operating
Licence granted by the Governor.2 Hunter Water Australia Pty Ltd., a
wholly-owned subsidiary of the HWC, provides water treatment, engineering,
surveying and laboratory services to the HWC and external clients.
HWC’s charges are regulated by the NSW Independent Pricing and Regulatory
Tribunal (IPART) using a CPI-X pricing regime, which has resulted in a real charge
decrease over the reporting period.3 IPART is also responsible for conducting
annual audits of the HWC’s compliance with its licence.
An increase in expenses in 2001-02 more than offset revenue growth and resulted in
a decline in pre-tax operating profit. Expenses included a $13.4 million adjustment
to future superannuation liabilities. The increase in revenue was mainly attributed to
higher water sales and customer growth.
Capital expenditure of $53  million and a revaluation increment to sewers of
$26.8 million contributed to a 3.9 per cent increase in assets in 2001-02. Capital
expenditure was partly funded by an additional $47.4 million in borrowings — the
first significant increase in debt over the reporting period.
HWC is required to make tax-equivalent and dividend payments. Community
service obligations provided by the HWC are funded by the NSW Government to
cover tariff rebates to pensioners and for exempt properties such as churches.
                                             
1 The enactment of the Water Legislation Amendment (Drinking Water and Corporate Structure)
Act 1998 changed the status of the SWC from a ‘company’ State Owned Corporation (SOC) to
a ‘statutory’ SOC. The change gave the responsible Minister greater power to make directions
and access information, among other things.
2 The Operating Licence sets minimum performance standards for the HWC and places
obligations on it with respect to customer service, system performance and environmental
performance.
3 Under the price determination covering the period 2000-01 to 2002-03, average charges will




HUNTER WATER CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99 1999-00b 2000-01c 2001-02d
Size
Total assets $m  2 038  2 064  1 970  2 017  2 095




$’000  56 205  50 548  50 123  36 420  26 254
Operating sales margin %   40.5   39.0   39.5   32.4   24.4
Cost recovery %   154.9   153.9 142.9 140.9   125.8
Return on assets %   3.1   2.8   2.8   2.2   1.7
Return on equity %   2.6   1.7   1.9   1.3   0.4
Financial management
Debt to equity %   4.4   4.3   4.6   4.5   7.1
Debt to total assets %   4.0   4.0   4.1   4.2   6.4
Total liabilities to equity %   9.5   9.9   8.9   9.0   12.8
Interest cover times   8.8   8.2   9.0   5.8   4.2
Current ratio %   151.1   91.5   107.7   116.5   151.6
Leverage ratio % 109.5 109.9 108.9   109.0   112.8
Payments to and from government
Dividends $’000 39 000 45 000 28 000 30 000 31 110
Dividend to equity ratio %   2.1   2.4   1.5   1.6   1.7
Dividend payout ratio %   80.0   144.0   80.1   126.4   452.7
Income tax expense $’000 7 471 19 295 15 185 12 677 19 382
CSO funding $’000 8 300 8 200 8 277 8 463 8 550
a Hunter Water Corporation (HWC) created a wholly-owned and controlled entity, Hunter Water Australia Pty
Ltd, in November 1997, which commenced operations on 1 January 1999. The core services of the subsidiary
include water treatment, civil engineering, surveying, laboratory services and selling services to other
businesses. b Includes contributions for capital works and abnormal revenue of $11.6 million resulting from a
reduction in superannuation liability. The value of assets was written down over a range of asset classes by
$105.4 million following a recoverable amounts test c Includes an asset revaluation increment of $54.3 million
relating to water and sewerage assets and an expense of $1.6  million resulting from an increase in
superannuation liability. d Includes an expense of $13.4 million as a result of an adjustment to superannuation
liabilities and a revaluation increment of $26.8 million relating to sewers.176 FINANCIAL
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MELBOURNE WATER CORPORATION Victoria
The Melbourne Water Corporation (MWC) operates under the Melbourne Water
Corporation Act 1992 and the State Owned Enterprises Act 1992. The MWC
provides water catchment management, sewage treatment, drainage, wholesale
water supply and sewerage services to three retail water businesses in Melbourne.1
The MWC’s trading activities are dependent to a significant extent on the sale of
bulk water and sewerage services to the metropolitan retail water GTEs. It also
depends on these GTEs for billing and payment collection for its drainage services.
The decline in revenue between 1997-98 and 1998-99 partly reflected a move to a
usage-based pricing system under a reform package in January 1998. The MWC’s
charges over the period 2001-02 to 2003-04 were set by the Victorian Government
under the Melbourne Metropolitan Water, Wastewater and Drainage Services
Pricing Order 2001.2
Revenue increased by 3.5 per cent in 2001-02, due mainly to higher revenue from
sewage disposal, drainage and contributions from developers. The increase in
revenue was partly offset by a 3  per  cent rise in expenses, arising from higher
operational and administrative costs.
The value of assets in the MWC’s three business segments — water, sewerage,
waterways and drainage — are of roughly equal proportions.
Asset growth and a reduction in the level of borrowings in each year over the
reporting period have resulted in a continued decline in the debt to equity and debt
to assets ratios.3 Capital expenditure was $95 million in 2001-02.
The MWC is required to make tax-equivalent and dividend payments. The decrease
in income tax expense in 1999-00 was attributable to a restatement of deferred tax
balances resulting with the change in the future company tax rate from 36 per cent
to 34 per cent in 2000-01 and 30 per cent thereafter. The MWC is not subject to
community service obligations.
                                             
1 The MWC also supplies water to three rural water businesses — Gippsland Water, Southern
Rural Water and Western Water.
2 Under the Order, charges for water, wastewater and drainage increased by around the rate of
inflation plus 2 per cent in 2001-02, inflation plus 1 per cent in 2002-03 and the rate of inflation
in 2003-04.
3 Assets increased in 2000-01 as a result of capital expenditure of $105.4 million and the addition




MELBOURNE WATER CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99 1999-00 2000-01b 2001-02c
Size
Total assets $m  2 721  2 751  2 852  2 954  2 995




$’000  254 334  176 664 204 234  178 094 185 811
Operating sales margin %   66.1   57.2 59.1   56.0   54.9
Cost recovery %   295.4   233.5 243.4   226.5   221.8
Return on assets %   13.6   9.3 10.1   8.9   8.8
Return on equity %   19.7   11.6 17.7   10.4   9.9
Financial management
Debt to equity %   121.2   119.4   106.5   93.0   88.3
Debt to total assets %   47.2   46.3   44.4   42.1   39.4
Total liabilities to equity %   157.3   159.1   144.4   124.4   125.5
Interest cover times   3.2   3.3 3.6   3.2   3.4
Current ratio %   12.1   8.4   10.3   16.9   19.0
Leverage ratio % 257.3 259.1 244.4   224.4   225.5
Payments to and from government
Dividends $’000 141 149 106 175 126 246 58 300 98 942
Dividend to equity ratio %   16.1   10.0   11.3   4.7   7.5
Dividend payout ratio %   81.8   86.6 64.1   45.2   76.0
Income tax expense $’000 81 875 54 090 7 348d 49 066 55 555
CSO funding $’000 0 0 0 0 0
a  Under a Victorian Government pricing reform package, the MWC’s bulk water charges to the three
Melbourne metropolitan retail water GTEs (City West Water, Yarra Valley Water and South East Water) were
reduced. Debt was restructured by swapping $337 million of debt for equity with the Victorian Government.
b Includes a $59.1 million increase in the value of Crown land assets that was previously unrecognised. A
change in accounting policy resulted in a final dividend of $49.8 million that was paid in 2001-02 not being
provided for in 2000-01. c Includes a final dividend of dividend of $49.8 million for 2000-01 and an interim
dividend of $49.2 million for 2001-02. The Board’s proposed final dividend of $47.8 million for 2001-02 is not
included. d Income tax expense decreased by $49.8 million with a reduction in the future company tax rate
from 36 per cent to 34 per cent in respect of 2000-01 and then to 30 per cent from 2001-02.178 FINANCIAL
PERFORMANCE
MONITORING
CITY WEST WATER Victoria
City West Water (CWW) commenced operations on 1  January  1995. CWW is
incorporated under the Corporations Act 2001 (Cth) and operates subject to a
licence issued under the Water Industry Act 1994. It provides water, sewerage and
trade waste services to approximately 280  000  residential, commercial and
industrial customers in Melbourne’s central business district, and its inner and
western suburbs.
CWW’s charges over the period 2001-02 to 2003-04 were set by the Victorian
Government under the Melbourne Metropolitan Water, Wastewater and Drainage
Services Pricing Order 2001.1
Revenue grew by 3 per cent in 2001-02, mainly due to a 4.9 per cent increase in
regulated charges and a 3.6 per cent growth in customer numbers. A 1.5 per cent
decline in expenses also contributed to the increase in pre-tax operating profit.
Debt declined by around 34 per cent in nominal terms over the reporting period,
resulting in a fall in the debt to equity, debt to total assets and debt to total liabilities
ratios. The increase in interest cover over the period was largely the result of a fall
in interest expenses associated with lower debt levels and a decline in interest rates.
Part of the increase in the current ratio in 2000-01 and 2001-02 was due to a change
in accounting policy relating to the provision for a final dividend.2
CWW is required to make tax-equivalent and dividend payments. Income tax
expense decreased in 1999-00 due to a reduction of the future company tax rate and
deferred tax balances. It does not receive community service obligation payments.
CWW is reimbursed for the value of concessions provided to pensioners and others
and for the administration of the concession schemes. However, these amounts are
not disclosed in CWW’s financial statements.
                                             
1 Under the Order, charges for water, wastewater and drainage increased by around the rate of
inflation plus 2 per cent in 2001-02, inflation plus 1 per cent in 2002-03 and the rate of inflation
in 2003-04.
2  A change in accounting policy in 2000-01 resulted in a final dividend not being provided for
because it was not yet approved by the shareholding ministers. Prior to 2000-01, a final
dividend was provided for as a current liability and paid to the government after it was
approved. The change in accounting policy has also affected the comparability of the dividend




CITY WEST WATER (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00 2000-01b 2001-02c
Size
Total assets $m   577   606   625   641   660




$’000  76 538  83 495 110 147 82 340  100 070
Operating sales margin %   34.2   42.2 48.0   41.2   45.4
Cost recovery %   152.0   172.9 192.2   170.2   183.1
Return on assets %   16.6   16.3 19.9   14.8   17.0
Return on equity %   26.0   26.1 34.0   19.4   19.4
Financial management
Debt to equity %   90.8   78.6   57.1   46.7   38.6
Debt to total assets %   40.8   37.3   30.3   27.4   23.2
Total liabilities to equity %   129.3   116.0   91.6   72.3   68.8
Interest cover times   5.6   7.4 9.7   8.1   10.5
Current ratio %   41.5   26.6   32.7   56.1   69.7
Leverage ratio % 229.3 216.0 191.6   172.3   168.8
Payments to and from government
Dividends $’000 49 148 39 939 57 400 22 350 54 750
Dividend to equity ratio %   20.8   15.0   18.9   6.4   14.4
Dividend payout ratio %   80.0   57.5 55.6   33.0   74.0
Income tax expense $’000 15 108 13 981 6 915d 14 574 26 036
CSO funding $’000 0 0 0 0 0
a 1998-99 is the first full year of operation under usage-based charges. Charges were previously billed based
on property rates. The usage-based charges changed the timing of cashflows such that customers are now
billed in arrears. b A change in accounting policy resulted in a final dividend of $31.2 million that was paid in
2001-02 not being provided for in 2000-01. c Includes a final dividend $31.2 million for 2000-01 and an interim
dividend of $23.6 million for 2001-02. The Board’s estimated final dividend of $21.8 million for 2001-02 is not
included. d Income tax expense decreased due to a reduction in the future company tax rate from 36 per cent
to 34 per cent for 2000-01 and then to 30 per cent from 2001-02.180 FINANCIAL
PERFORMANCE
MONITORING
SOUTH EAST WATER Victoria
South East Water (SEW) is incorporated under the Corporations Act 2001 (Cth) and
operates subject to a licence issued under the Water Industry Act 1994. SEW
provides water supply and sewerage services to 1.3 million customers in southern
and eastern suburbs of Melbourne.
SEW’s charges over the period 2001-02 to 2003-04 were set by the Victorian
Government under the Melbourne Metropolitan Water, Wastewater and Drainage
Services Pricing Order 2001.1 The Essential Services Commission regulates SEW’s
compliance with its operating licence, and carries out enforcement and comparative
reporting.
The value of SEW’s assets has increased in each year over the reporting period. In
2001-02, the increase was due to asset contributions by developers of $14.8 million
and capital expenditure of $36.3 million. Debt has fallen in nominal terms each year
since 1997-98, contributing to a rise in the interest cover ratio and a decline in the
debt to equity and debt to total assets ratios.
Profitability increased in 2001-02, mainly due to a 27 per cent a rise in the level of
developer contributions. Higher revenues were partly offset by a 2.4 per cent rise in
expenses.
SEW is required to make tax-equivalent and dividend payments. The decrease in
income tax expenses during 1999-00 was attributed to the restatement of deferred
tax balances resulting from the change in the future company tax rate from
36 per cent to 34 per cent in 2000-01 and 30 per cent thereafter.
SEW is reimbursed for the value of concessions provided to pensioners and others
and for the administration of the concession schemes. However, these amounts are
not disclosed in SEW’s financial statements. SEW is required under its operating
licence to undertake a program of works for the provision of sewerage services to
urban areas where reticulated water is provided. In 2001-02, SEW estimated that the
cost of this program was $3  million through additional depreciation and finance
charges.
                                             
1 Under the Order, charges for water, wastewater and drainage increased by around the rate of





SOUTH EAST WATER (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02e
Size
Total assets $m  1 000  1 031  1 048  1 070  1 105




$’000  81 538  76 710 104 883  103 587  111 989
Operating sales margin %   30.6   31.8 37.9   37.7   38.4
Cost recovery %   148.6   148.2 161.6   160.6   162.4
Return on assets %   11.4   9.6 12.1   11.7   12.1
Return on equity %   14.8   12.6 19.3   14.7   12.7
Financial management
Debt to equity %   69.2   67.5   59.5   53.2   51.2
Debt to total assets %   34.8   34.2   31.4   30.2   29.1
Total liabilities to equity %   99.2   100.4   90.9   77.6   78.6
Interest cover times   3.5   4.8 6.0   6.0   6.7
Current ratio %   58.6   41.7   36.2   64.4   77.7
Leverage ratio % 199.2 200.4 190.9   177.6   178.6
Payments to and from government
Dividends $’000 54 800 49 730 68 175 33 000 62 300
Dividend to equity ratio %   12.5   9.8   12.8   5.7   10.2
Dividend payout ratio %   84.5   77.4 66.6   39.1   80.3
Income tax expense $’000 16 700 12 459 2 488f 19 169 34 434
CSO funding $’000 0 0 0 0 0
a The Victorian Government’s pricing reform package was implemented on 1 January 1998. It involved a
change from property-based to usage-based pricing and included debt restructuring. Includes abnormal
revenue of $5.4  million relating to profit on the sale of land and buildings and abnormal expenses of
$18.6  million for asset write-offs ($2.1  million), write-down of land and buildings to recoverable amount
($1.7  million), an increase in depreciation following reassessment of an asset’s useful life ($8.6  million),
increase in the provision for unfunded superannuation ($0.7 million), contract termination ($2.5 million) and
provision for refunds and revenue writebacks ($2.9 million). b  Includes abnormal expenses of $3.7  million
relating to an increase in the provision for unfunded superannuation ($2.3 million) and year 2000 compliance
costs ($1.3 million). c Includes an abnormal expense of $0.7 million relating to year 2000 compliance costs.
d Includes a revaluation increment of $1.9 million relating to land and buildings. A change in accounting policy
resulted in a final dividend of $34.3  million that was paid in 2001-02 not being provided for in 2000-01.
e Includes a final dividend $34.3 million for 2000-01 and an interim dividend of $28.0 million for 2001-02. The
Board’s estimated final dividend of $19.9 million for 2001-02 is not included. f Income tax expense decreased
by $18.4 million due to a reduction in the future company tax rate from 36 per cent to 34 per cent in respect of
2000-01 and then to 30 per cent from 2001-02.182 FINANCIAL
PERFORMANCE
MONITORING
YARRA VALLEY WATER Victoria
Yarra Valley Water (YVW) is incorporated under the Corporations Act 2001 (Cth)
and operates subject to a licence issued under the Water Industry Act 1994. It
provides retail water supply and sewerage services as well as the collection of
tradewaste to 1.5 million people in the eastern and northern suburbs of Melbourne.
YVW’s charges over the period 2001-02 to 2003-04 were set by the Victorian
Government under the Melbourne Metropolitan Water, Wastewater and Drainage
Services Pricing Order 2001.1 The Essential Services Commission regulates
YVW’s compliance with its operating licence, and carries out enforcement and
comparative reporting.
Pre-tax operating profit declined in 2001-02, due mainly to a fall in revenue. The
decline was attributed to a 12 per cent reduction in contributed cash and assets due
to a moderation in building activity and lower water consumption due to mild
weather. Operating expenses were largely unchanged.
The value of YVW’s assets has increased in each year over the reporting period. In
2001-02, the increase was due to assets valued at $8.1  million contributed by
developers and capital expenditure of $50.3  million. Capital expenditure was
largely internally funded, with the level of borrowings increasing by $5 million.
YVW is required to make tax-equivalent and dividend payments. Income tax
expense was a negative figure in 1999-00, reflecting benefits generated from the
restatement of deferred tax balances due to a change in the future company tax rate
and an over-provision of tax for developer contributions in prior years.
YVW is reimbursed for the value of concessions provided to pensioners and others
and for the administration of the concession schemes.
                                             
1 Under the Order, charges for water, wastewater and drainage increased by around the rate of





YARRA VALLEY WATER (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02e
Size
Total assets $m  1 157  1 185  1 230  1 263  1 296




$’000  79 469  75 913 96 471  86 165  78 988
Operating sales margin %   30.9   32.1 36.3   34.7   33.2
Cost recovery %   145.6   148.0 157.2   153.0   149.7
Return on assets %   10.6   9.1 10.6   9.5   8.7
Return on equity %   12.5   11.3 18.7   11.9   9.6
Financial management
Debt to equity %   100.3   98.4   91.5   82.6   82.6
Debt to total assets %   44.6   43.4   42.0   40.3   39.6
Total liabilities to equity %   127.4   129.5   122.2   107.7   111.1
Interest cover times   2.9   3.5 4.0   3.6   3.4
Current ratio %   39.1   34.0   41.1   37.0   46.6
Leverage ratio % 227.4 229.5 222.2   207.7   211.1
Payments to and from government
Dividends $’000 51 652 48 738 62 707 26 314 53 963
Dividend to equity ratio %   10.9   9.5   11.7 4.5   8.8
Dividend payout ratio %   87.4   84.0 62.8   38.2  91.2
Income tax expense $’000 20 340 17 885 -3 417f 17 285 20 136
CSO funding $’000 0 0 0 0 0
a Includes an abnormal expense of $1.9  million for redundancies. b  Includes an abnormal expense of
$1.1 million for redundancies. c Includes an abnormal expense of $0.5 million for redundancies. d Includes a
revaluation increment of $11.7 million to land. A change in accounting policy resulted in a final dividend of
$29.7  million that was paid in 2001-02 not being provided for in 2000-01. e  Includes a final dividend
$29.7 million for 2000-01 and an interim dividend of $23.0 million for 2001-02. The Board’s estimated final
dividend of $26.2 million for 2001-02 is not included. f Income tax expense decreased due to a reduction in
the future company tax rate from 36 per cent to 34 per cent in respect of 2000-01 and then to 30 per cent from
2001-02. Consequently, deferred tax balances have been remeasured using the appropriate new rates,
resulting in a decrease in tax-equivalent payments of $16.6 million.184 FINANCIAL
PERFORMANCE
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BARWON REGIONAL WATER AUTHORITY Victoria
Barwon Regional Water Authority (Barwon Water) was established under the
Water Act 1989. It provides water and sewerage services to around 110  000
properties in Geelong and surrounding areas. Barwon Water also manages
20 kilometres of the Barwon River through urban Geelong.
Barwon Water’s Board sets charges subject to approval by the Minister for Water.
Charges increased by around 5 per cent in 2001-02, the first increase in nominal
charges since 1998-99. In 2001-02, around 39 per cent of Barwon Water’s revenue
was from usage-based water and sewage charges, with around 30  per  cent from
property-based charges.
Revenues rose in 2001-02 with higher water consumption, an increase in charges
and growth in the number of customers served. Revenue growth was partly offset
by a 6  per cent increase in expenses, mainly relating to higher operating and
depreciation charges.
Capital expenditure of $24  million and a revaluation increment of $25.4 million
relating mainly to water distribution assets, contributed to a 3.9 per cent increase in
assets in 2001-02. Debt levels have fallen in nominal terms each year over the
reporting period, resulting in a decline in the debt to equity, debt to total assets and
debt to total liabilities ratios. In 2001-02, around $2.5 million of debt was repaid.
During 1998-99, Barwon Water became a participating authority under the
Borrowing &  Investment Powers Act 1987. Under the provisions of the Act,
Barwon Water was able to restructure its debt portfolio, transferring all inscribed
stock to the Treasury Corporation of Victoria (TCV) and simultaneously obtaining
loans from TCV, resulting in reduced borrowing costs.1
Barwon Water is required to pay dividends. However, dividends were not paid
between 1998-99 and 2001-02. Barwon Water entered the State Tax Equivalent
Regime for the first time in 2001-02. No payment was made due to permanent and
timing differences between accounting and taxable income.
Barwon Water has not identified any community service obligations (CSOs) in its
accounts.2
                                             
1 Inscribed stock refers to securities, title to which is recorded in a register, rather than
acknowledged by the issue of a certificate of ownership.
2  Barwon Water is reimbursed for the value of concessions provided to pensioners and others and
for the administration of the concession schemes. However, these amounts are not disclosed in





Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00 2000-01c 2001-02d
Size
Total assets $m   858   841   841   847   880




$’000  51 960  6 049 4 080  4 359  10 841
Operating sales margin %   47.4   18.3 11.3   12.7   18.7
Cost recovery %   123.6   124.8 118.7   114.3   123.0
Return on assets %   11.4   1.6 1.0   1.1   1.8
Return on equity %   10.4   0.6 0.5   0.6   1.4
Financial management
Debt to equity %   11.9   8.8   8.2   8.1   7.5
Debt to total assets %   14.4   7.9   7.4   7.4   6.9
Total liabilities to equity %   14.0   10.9   10.3   10.2   9.6
Interest cover times   3.8   1.8   1.9   1.9   3.5
Current ratio %   187.6   91.4   94.6   111.9   122.1
Leverage ratio % 114.0 110.9 110.3   110.2   109.6
Payments to and from government
Dividends $’000 1 663 0 0 0 0
Dividend to equity ratio %   0.3   0   0   0   0
Dividend payout ratio %   3.3   0   0   0   0
Income tax expense $’000 0 0 0 0 0
CSO funding $’000 0 0 0 0 0
a Barwon Water received $86 million under a State Government financial assistance package, which was
utilised to repay borrowings. On 1 July 1997, Barwon Water assumed responsibility for the majority of the
Otway Regional Water Authority’s assets, liabilities and reserves. The merger resulted in abnormal revenue of
$69.6 million. On 30 April 1998, Barwon Water paid out the unfunded superannuation liability it held with the
Local Authorities Superannuation Fund amounting to $3.6 million. Fixed assets were revalued on a current
cost basis at 30 June 1998, resulting in an increment of $377.8 million.
 b The exchange of Barwon Water’s
entire inscribed stock to the Treasury Corporation of Victoria (TCV), and the simultaneous issue of an identical
loan by TCV to Barwon Water, resulted in all Barwon Water’s borrowings being undertaken through TCV and
being subject to a Victorian Government guarantee under the Borrowing & Investment Powers Act 1987. The
novation of debt to the TCV included 1635  inscribed stockholders ($14.5  million) and three institutional
investors ($15.5 million). Inscribed stock refers to securities, title to which is recorded in a register, rather than
acknowledged by the issue of a certificate of ownership. 1998-99 was the first full year of Stage 1 water
restrictions. c Water restrictions were lifted in full in November 2000 after being in operation for 41 months.
 d Includes a revaluation increment of $25.4 million relating mainly to water distribution assets.186 FINANCIAL
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COLIBAN REGIONAL WATER AUTHORITY VICTORIA
Coliban Regional Water Authority (Coliban Water) was established in July 1992
under the Water Act 1989. It provides water and sewerage services to around
130 000 people in northern central Victoria. Customer charges are set by Coliban
Water’s Board and are subject to approval by the Minister for Water.
Coliban Water contracts out a range of activities to the private sector including
operations and maintenance; revenue collection; technical and laboratory
operations; and information technology management. In additional to contracting
these activities, Coliban Water has several water treatment plants constructed under
public–private sector partnerships. Assets constructed under the agreements are not
included in Coliban Water’s financial statements.
Contract payments for assets under public–private sector partnerships comprise
fixed and variable components to be made by Coliban Water over a 25 year contract
period.1 At the end of the period assets will be transferred to Coliban Water. In
2001-02, contract payments were $4.8 million, accounting for around 7 per cent of
total expenses.
Profitability in 2001-02 was adversely affected by the transfer of assets from
Coliban Water to private operators and the write-down of assets related to the water
treatment plants.2
Coliban Water operates debt free. In 2001-02, capital expenditure was around
$28 million and largely funded from retained earnings. The Victorian Government
contributed around $4.4  million for specific capital projects. These funds were
recorded as an increase in accumulated contributions by the Victorian Government.
Coliban Water is required to make tax-equivalent and dividend payments.3 In
2001-02, Coliban Water paid a dividend of $3.8 million based on operating results
for the previous year. The State Government reimbursed around $2  million for
concessions provided to pensioners and for rebates to not-for-profit organisations.
This amount was not separately identified in Coliban Water’s financial statements.
                                             
1  Coliban Water estimated that the present value in June 2002 of future contract payments over
the life of the contract was around $130 million.
2 The terms of the partnership contracts required Coliban Water to transfer ownership of a
number of water system assets to the private sector at nominal consideration. In addition, a
number of assets were made redundant and written off.
3 Coliban Water was subject to the Victorian Tax Equivalent Regime in 2001-02. It will be





Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   640





Operating sales margin % -21.9
Cost recovery %   82.0
Return on assets % -1.5
Return on equity % -1.6
Financial management
Debt to equity %  0
Debt to total assets % 0
Total liabilities to equity % 1.4
Interest cover times n.r.
Current ratio %  1 021.0
Leverage ratio %   101.4
Payments to and from government
Dividends $’000 3 760
Dividend to equity ratio %   1.2
Dividend payout ratio % -76.5
Income tax expense $’000 0
CSO funding $’000 0
a 2001-02 is the first year that Coliban Water was included in this report. It was established in July 1992 under
the  Water Act 1989. Coliban Water’s relatively high current ratio reflects its large holdings of liquid
investments. The operating results for Coliban Water under the government finance statistics (GFS)
framework are significantly different to those under the general purpose financial reporting framework (GPFR).
Coliban Water’s operating loss of $27 million under the GPFR framework largely reflects a loss on asset
transfers of $34 million. Under the GFS framework, the loss was reported as $14 million. n.r. Not relevant.188 FINANCIAL
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GOULBURN VALLEY REGIONAL WATER AUTHORITY Victoria
Goulburn Valley Water Authority (Goulburn Valley Water) was established in
March 1994 under the Water Act 1989. It provides water and sewerage services to
over 52 000 customers in northern central Victoria, including the major towns of
Seymour, Euroa and Shepparton.
The board of Goulburn Valley Water sets charges subject to approval by the
Minister for Water. Nominal charges for residential customers increased by between
3.3 per cent and 3.7 per cent in 2001-02 — the first nominal increase in over three
years.
Only indicators calculated from government finance statistics (GFS) data supplied
by the Victorian Department of Treasury and Finance are included (see chapter 3).
Indicators calculated using information from financial statements for 2001-02 are
not presented because Goulburn Valley Water’s annual report for 2001-02 was not
available prior to the publication of this report.
Goulburn Valley Water was required to make tax-equivalent payments for the first
time in 2001-02, under the state-based tax-equivalent regime. It will enter the




GOULBURN VALLEY WATER (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   430




$’000  8 751
Operating sales margin %   21.1
Cost recovery %   126.8
Return on assets %   2.3
Return on equity %   2.1
Financial management
Debt to equity % n.a.
Debt to total assets % n.a.
Total liabilities to equity %   4.3
Interest cover times   10.0
Current ratio % n.a.
Leverage ratio %   104.3
Payments to and from government
Dividends $’000 n.a.
Dividend to equity ratio % n.a.
Dividend payout ratio % n.a.
Income tax expense $’000 0
CSO funding $’000 n.a.
a 2001-02 is the first year that Goulburn Valley Water was included in this report. It was established in March
1994 under the Water Act 1989.  n.a.  Not available. Only indicators calculated from government finance
statistics (GFS) data supplied by the Victorian Department of Treasury and Finance are included (see
chapter 3). Indicators calculated using information from financial statements for 2001-02 are not presented




CENTRAL GIPPSLAND WATER AUTHORITY Victoria
Central Gippsland Water Authority (Gippsland Water) operates under the Water Act
1989. It provides water and sewerage services to around 57  500 properties in
Traralgon and surrounding areas.
Gippsland Water’s Board sets charges subject to approval by the Minister for
Water. Nominal charges for residential customers increased in 2001-02 for the first
time since 1996-97. Residential charges increased by 2 per cent plus the inflation
rate and will increase by 1 per cent plus the inflation rate in 2002-03 and by the
inflation rate in 2003-04.
In 2001-02, sales revenue from domestic customers and businesses accounted for
around 38  per  cent and 40  per cent of total revenue respectively. Of this sales
revenue, around 68 per cent was from property-based charges with the remainder
from usage-based charges. The pre-tax operating profit of $1.1 million benefited
from developer contributions of $5.3 million.
Gippsland Water operates free of debt. In 2001-02, capital expenditure of
$17 million was funded from retained earnings.
Gippsland Water is required to pay dividends but no dividend was paid in 2001-02.1
It is also required to make tax-equivalent payments subject to the State
tax-equivalent regime.
Gippsland Water was reimbursed $1.8  million by the State Government for
concessions. This amount was not separately disclosed in Gippsland Water’s
financial statements.
                                             
1 Under Gippsland Water’s dividend policy, the dividend payable to the State Government is
calculated as 65 per cent of the previous year’s after-tax profit, adjusted for abnormal and
extraordinary items and income for capital purposes. No dividend was payable because




CENTRAL GIPPSLAND WATER AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   480




$’000  1 062
Operating sales margin %   0.7
Cost recovery %   100.7
Return on assets %   0.2
Return on equity %   0.2
Financial management
Debt to equity %   0
Debt to total assets %   0
Total liabilities to equity %   1.1
Interest cover times n.r.
Current ratio %   547.4
Leverage ratio %   101.1
Payments to and from government
Dividends $’000 0
Dividend to equity ratio %   0
Dividend payout ratio %   0
Income tax expense $’000 0
CSO funding $’000 0
a 2001-02 is the first year that the Central Gippsland Water Authority was included in this report. It was
established in July 1994 under the Water Act 1989. The Central Gippsland Water Authority’s relatively high
current ratio reflects its large holdings of liquid investments. n.r. Not relevant.192 FINANCIAL
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CENTRAL HIGHLANDS WATER AUTHORITY Victoria
Central Highlands Water Authority operates under the Water Act 1989. It provides
water and sewerage services to around 56  000 properties in Ballarat and
surrounding areas.
Central Highlands Water has several water treatment plants constructed under
public–private sector partnership. The contract requires Central Highlands Water to
pay an annual charge comprising both fixed and variable components for 25 years,
after which ownership of the plants will transfer to Central Highlands Water.1
The board of Central Highlands Water sets charges subject to approval by the
Minister for Water. Nominal charges for residential customers increased by 1 per
cent plus the inflation rate in 2001-02 — the first nominal increase since 1998.
Only indicators calculated from government finance statistics (GFS) data supplied
by the Victorian Department of Treasury and Finance are included (see chapter 3).
Indicators calculated using information from financial statements for 2001-02 are
not presented because Central Highlands Water’s annual report for 2001-02 was not
available prior to the publication of this report.
Central Highlands Water was required to make tax-equivalent payments for the first
time in 2001-02, under the state-based tax-equivalent regime. It will enter the
National Tax Equivalent Regime in 2002-03.
                                             
1 At 30 June 2001, Central Highlands Water estimated that the present value of the contract




CENTRAL HIGHLANDS WATER AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   570




$’000  1 230
Operating sales margin %   2.6
Cost recovery %   102.7
Return on assets %   0.4
Return on equity %   0.2
Financial management
Debt to equity % n.a.
Debt to total assets % n.a.
Total liabilities to equity %   3.0
Interest cover times   2.1
Current ratio % n.a.
Leverage ratio %   103.0
Payments to and from government
Dividends $’000 n.a.
Dividend to equity ratio % n.a.
Dividend payout ratio % n.a.
Income tax expense $’000 0
CSO funding $’000 n.a.
a 2001-02 is the first year that the Central Highlands Water Authority was included in this report. It was
established in July 1994 under the Water Act 1989.  n.a.  Not available. Only indicators calculated from
government finance statistics (GFS) data supplied by the Victorian Department of Treasury and Finance are
included (see chapter 3). Indicators calculated using information from financial statements for 2001-02 are not
presented because Central Highlands Water’s annual report for 2001-02 was not available prior to the
publication of this report.194 FINANCIAL
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GIPPSLAND AND SOUTHERN RURAL WATER AUTHORITY Victoria
Gippsland and Southern Rural Water Authority (Southern Rural Water) was
established on 1 July 1995 under the Water Act 1989.
Southern Rural Water provides irrigation water to around 1400 customers in three
irrigation districts and administers around 7800 licences managing the taking and
use of water from rivers, streams and groundwater sources in southern Victoria. It
also manages several water storage dams that provide water to irrigators, urban
water authorities and several power generators.
Southern Rural Water’s Board sets charges for irrigation water in consultation with
customer committees and subject to Ministerial approval. Charges are based on
providing adequate funding to maintain the condition of channels, pipelines and
structures using the renewals annuity concept (see box 8.1). Irrigation customers
may purchase additional water above their entitlement when supply conditions
permit.
In 2001-02, around 60 per cent of Southern Rural Water’s revenue was from water
sales, with a further 27 per cent from charges associated with the management of
water storages. Other revenue included $957 000 from the Victorian Government
for the provision of specific services, including salinity management and the
implementation of new legislation applying to farm dams.
Southern Rural Water operates debt free. Capital expenditure of around $4 million
in 2001-02 was funded from retained earnings. Assets also increased due to a
revaluation increment of $2.5 million relating to land and buildings.
Southern Rural Water is required to make tax-equivalent payments subject to the
State tax-equivalent regime. It is also required to make dividend payments to the
Victorian Government. Southern Rural Water does not receive any community
service obligation payments.1
                                             
1 Southern Rural Water manages recreation facilities at Blue Rock, Cowwarr, Glenmaggie,





GIPPSLAND AND SOUTHERN RURAL WATER AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   440





Operating sales margin % -43.2
Cost recovery %   69.8
Return on assets %   0.0
Return on equity % -1.3
Financial management
Debt to equity % 0
Debt to total assets % 0
Total liabilities to equity %   1.1
Interest cover times n.r.
Current ratio % 309.1
Leverage ratio % 101.1
Payments to and from government
Dividends $’000 418
Dividend to equity ratio %   0.1
Dividend payout ratio % -7.6
Income tax expense $’000 0
CSO funding $’000 0
a 2001-02 is the first year that the Gippsland and Southern Rural Water Authority was included in this report. It
was established in July 1995 under the Water Act 1989. n.r. Not relevant.196 FINANCIAL
PERFORMANCE
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SUNRAYSIA RURAL WATER AUTHORITY Victoria
Sunraysia Rural Water Authority (Sunraysia) was established on 1 July 1994 under
the Water Act 1989.
Sunraysia provides irrigation water to growers in the irrigation districts of Merbein,
Red Cliffs and Robinvale. It also delivers water for stock and garden purposes to
residents of Millewa Rural District and the Waterworks District of Carwarp–Yelta
and manages private diversion activities from the Murray River between the Nyah
pumps and the SA border.
Charges are set by Sunraysia’s Board and are subject to Ministerial approval.
Charges are based on providing adequate funding to maintain the condition of
channels, pipelines and structures using the renewals annuity concept (see box 8.1).
Sunraysia is part of a water trading scheme whereby its customers can trade water
entitlements on a permanent or temporary basis.
In 2001-02, around 73 per cent of Sunraysia’s revenue was from the sale of pumped
irrigation and drainage water. Of this, around 35 per cent was from usage-based
charges with most of the remainder from fixed charges. Sales to irrigators accounted
for around 16 per cent of total revenue.
Sunraysia does not have any debt. Capital expenditure of  $3.5 million in 2001-02
was funded from retained earnings.
Sunraysia is required to make tax-equivalent payments under the State
tax-equivalent regime.1 No payments were made in 2001-02 due to permanent and
timing differences. Sunraysia is also required to make dividend payments.
The State Government reimbursed Sunraysia $9585 for concessions in 2001-02.
This amount was not separately disclosed in its financial statements.
                                             




SUNRAYSIA RURAL WATER AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   118




$’000  1 425
Operating sales margin %   7.4
Cost recovery %   108.0
Return on assets % 1.2
Return on equity %   1.3
Financial management
Debt to equity % 0
Debt to total assets % 0
Total liabilities to equity %   4.6
Interest cover times n.r.
Current ratio %   250.4
Leverage ratio %   104.6
Payments to and from government
Dividends $’000 88
Dividend to equity ratio %   0.1
Dividend payout ratio %   6.2
Income tax expense $’000 0
CSO funding $’000 0
a 2001-02 is the first year that the Sunraysia Rural Water Authority was included in this report. It was
established in July 1994 under the Water Act 1989. n.r. Not relevant.198 FINANCIAL
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MONITORING
WIMMERA MALLEE RURAL WATER AUTHORITY Victoria
Wimmera Mallee Rural Water Authority (Wimmera Mallee Water) was established
on 1 July 1994 under the Water Act 1989. Wimmera Mallee Water supplies water in
central western Victoria to farm dams and irrigators through pipelines or open
channel systems. It also provides bulk water to regional urban water suppliers and
manages water storages.
The Board of Wimmera Mallee Water sets charges to provide adequate funding to
maintain the condition of channels, pipelines and structures using the renewals
annuity concept (see box 8.1). In 2001-02, nominal charges were unchanged, except
for a 1.9 per cent nominal increase in charges for channels used to supply water to
regional urban water authorities.
In 2001-02, around 87 per cent of Wimmera Mallee’s revenue was from the sale of
water. Of this, sales to regional urban water authorities accounted for around
25 per cent. Depreciation was the major expense, accounting for around 33 per cent
of total expenses. Included in the pre-tax operating loss in 2001-02 was a loss of
$3.1 million relating to abandoned assets.
Wimmera Mallee Water did not have any debt at the end of 2001-02. Interest
expenses incurred related to short-term borrowings that were repaid during the year.
In 2001-02, capital expenditure of $8.7 million was largely funded from retained
earnings. The Victorian Government made a capital contribution of $5.2 million for
a major pipeline project. The funds were recorded as a direct increase in
accumulated contributions by the Victorian Government to Wimmera Mallee
Water.
Wimmera Mallee Water is required to make tax-equivalent payments under the
Victorian State tax-equivalent regime.1 No payments were made in 2001-02 due to
permanent and timing differences. Wimmera Mallee Water is also required to make
dividend payments.
Wimmera Mallee Water was reimbursed around $9000 for concessions provided to
pensioners in 2001-02. However, this amount was not disclosed in its financial
statements.
                                             




WIMMERA MALLEE RURAL WATER AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   352





Operating sales margin % -48.0
Cost recovery %   67.6
Return on assets %   0.0
Return on equity % -1.4
Financial management
Debt to equity % 0
Debt to total assets % 0
Total liabilities to equity %   1.1
Interest cover times -1 213.5
Current ratio %   356.1
Leverage ratio %   101.1
Payments to and from government
Dividends $’000 209
Dividend to equity ratio %   0.1
Dividend payout ratio % -4.3
Income tax expense $’000 0
CSO funding $’000 0
a 2001-02 is the first year that the Wimmera Mallee Rural Water Authority was included in this report. It was
established in July 1994 under the Water Act 1989.200 FINANCIAL
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GOULBURN–MURRAY RURAL WATER AUTHORITY Victoria
Goulburn–Murray Rural Water Authority (Goulburn–Murray Water) was
established on 1 July 1994 under the Water Act 1989. Goulburn–Murray Water is
responsible for the supply, storage and delivery of water to irrigators and regional
urban water authorities over an area of 68  000 square kilometres in northern
Victoria. It is also responsible for the management and operation of several facilities
for the Murray–Darling Basin Commission (MDBC).
Goulburn–Murray Water’s Board sets charges for water entitlements subject to
Ministerial approval. Charges are based on providing adequate funding to maintain
the condition of the required network of channels, pipelines and structures using the
renewals annuity concept (see box 8.1). Goulburn–Murray Water is part of a water
trading scheme whereby its customers can trade water entitlements on a permanent
or temporary basis.
In 2001-02, water sales accounted for around 60  per  cent of Goulburn–Murray
Water’s revenue. Other revenue included around $9 million (9 per cent) relating to
assets received free of charge and $15.8 million ($15 per cent) from the MDBC for
expenses incurred to manage and operate its share of MDBC assets.1
Goulburn–Murray Water also received around $21.5  million from the Victorian
Government to provide specific services including salinity management, Landcare
and water savings programs.2
Goulburn–Murray Water operates debt free. In 2001-02, capital expenditure of
around $30 million was funded from retained earnings. Assets also increased as a
result of a revaluation increment of $77 million relating following a revaluation of
channels, drains and associated structures.
Goulburn–Murray Water is required to make tax-equivalent payments to the
Victorian Government. No tax was payable in 2001-02.3 Goulburn-Murray Water is
also required to make dividend payments. It does not receive any payments for
community service obligations.
                                             
1  Goulburn–Murray Water’s share of MDBC assets are not included in Goulburn–Murray
Water’s financial statements.
2 Of this, around $9 million was recorded as revenue and $12.5 million was recorded as a direct
increase in accumulated contributions by the Victorian Government to Goulburn–Murray
Water.




GOULBURN–MURRAY RURAL WATER AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m  1 738





Operating sales margin % -8.7
Cost recovery %   92.0
Return on assets %   0.0
Return on equity % -0.9
Financial management
Debt to equity % 0
Debt to total assets % 0
Total liabilities to equity %   2.0
Interest cover times n.r
Current ratio %   200.1
Leverage ratio %   102.0
Payments to and from government
Dividends $’000 0
Dividend to equity ratio % 0
Dividend payout ratio % 0
Income tax expense $’000 0
CSO funding $’000 0
a 2001-02 is the first year that the Goulburn–Murray Water Authority was included in this report. It was




Sunwater was established under the Government Owned Corporations Act 1993 on
1  October 2000, assuming the roles and responsibilities of State Water Projects
(SWP).1 Sunwater owns and operates bulk water storage and distribution
infrastructure and supplies water to over 6000  customers, including irrigators,
industrial customers and urban bulk water customers. It also provides facility
management services to other water infrastructure owners, and engineering
consultancy services to government and private sector clients.
Charges for rural customers are determined by Sunwater’s shareholding Ministers.
A price direction in October 2000 set a price path of between five and seven years
for most of Sunwater’s supply schemes.
The highest delivery of water by Sunwater since 1995-96 contributed to a
16 per cent increase in revenue in 2001-02. Pre-tax operating profit was also higher
than the previous year due to expenses declining by 2.3 per cent.
The fall in the value of total assets in 1999-00 was attributable to a revaluation of
non-current physical assets and a move from deprival valuation to fair value
methodology. The revaluation — which led to a fall in the value of assets from
$2.1 billion to $235 million — resulted in $1.9 billion being written-down directly
against accumulated funds. Subsequently, Sunwater’s return on assets and return on
equity improved.
Prior to 1999-00, Sunwater’s predecessor, SWP, operated debt free. During
1999-00, the SWP entered into financing arrangements with Queensland Treasury
Corporation with the establishment of a $5 million loan. The value of outstanding
debt at the end of 2001-02 was around $10 million.
Sunwater is required to make income tax-equivalent and dividend payments.
Sunwater receives community service obligation (CSO) funding from the State
Government. CSO funding is provided to meet the shortfall in revenue in providing
water to rural water users, specific costs associated with compliance to new
governing legislation and payment for new rural water assets or extensions to
existing schemes that were built for reasons other than commercial return.2
                                             
1 Eungella Water Pipeline Pty Ltd and North West Queensland Water Pipeline Pty Ltd are
wholly-owned subsidiaries of Sunwater.
2 Sunwater is also responsible for the provision and maintenance of recreational facilities for





Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02e
Size
Total assets $m  2 096  2 102 235   293   331




$’000 -11 843 -21 101 4 706  3 467  18 544
Operating sales margin % -14.8 -31.7 2.5   2.8   18.6
Cost recovery %   82.4   50.3 101.4   102.9   122.8
Return on assets % -0.6 -1.0 0.4   1.5   6.2
Return on equity % -0.6 -1.0 0.4   1.4   6.9
Financial management
Debt to equity %   0   0 2.2   4.5   3.6
Debt to total assets %   0   0 0.4   4.2   3.3
Total liabilities to equity %   0.9   0.8 2.5   17.2   14.8
Interest cover times n.r. n.r. 4 707.0 9.1   24.7
Current ratio %   447.0   630.2 309.9   256.1   321.5
Leverage ratio % 100.9 100.8 102.5   117.2   114.8
Payments to and from government
Dividends $’000 0 0 0 0 0
Dividend to equity ratio %   0   0 0 0 0
Dividend payout ratio % 0 0 0 0 0
Income tax expense $’000 0 0 0 1 809 3 802
CSO funding $’000 0 28 500 25 681 14 713 15 368
a The Sun Water Projects (SWP) group separated from the Regional Infrastructure Development Program.
SWP was fully commercialised on 1 July 1997. b As at 1 July 1999, SWP transferred all long service leave
liabilities to a central actuarially assessed scheme administrated by the Government Superannuation Office.
This financial effect was not recognised for the year ending 30 June 1999. c A revaluation in 1999-00 resulted
in $1.9 billion being written down directly against accumulated funds. d Includes the operations of Sunwater
from October  2000 to June  2001. SWP’s revenues and expenses for the period July to September were
combined with Sunwater to obtain results for the full financial year. e Assets include a revaluation increment of
$23 million relating to water infrastructure assets. n.r. Not relevant.204 FINANCIAL
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SA WATER CORPORATION South Australia
SA  Water Corporation (SA Water) was established under the South Australian
Water Corporation Act 1994 and operates subject to the Public Corporations Act
1993. SA  Water provides water and wastewater services for more than 637  000
customers in both the metropolitan and country areas of SA.
SA  Water’s metropolitan water and sewerage operations accounted for around
67  per  cent of revenue and 60  per  cent of assets in 2001-02. Country operations
accounted for around 30 per cent of revenue and 39 per cent of assets. Charges for
water and sewerage services are set by the Minister for Government Enterprises
after consultation with SA Water.
The financial data for the years 1999-00 to 2001-02 are predominantly based on
Government Finance Statistics (GFS) data. The concepts underlying GFS and
accounting standards may lead to different reported statistics (see chapter 3).1
In 2001-02, revenue increased by around 4.1 per cent despite lower levels of water
consumption. Pre-tax operating profit also rose due to a fall in borrowing costs and
a limited increase in employee-related expenses.
Assets increased by 2.5  per  cent in 2001-02 due to capital expenditure of
$107 million and an asset revaluation increment of $130 million related mainly to
water infrastructure. The level of borrowings declined by around $17 million.
SA Water is subject to the National Tax Equivalent Regime and is required to make
dividend payments. In 2001-02, SA  Water also made a capital transfer of
$11 million to the SA Government.
SA Water receives community service obligation (CSO) payments relating to the
provision of water and wastewater services in country areas, the administration of a
pensioner concession scheme and the provision of water and wastewater
concessions to exempt properties, such as charities.2 In 2001-02, most of the CSO
funding was related to the provision of water and wastewater services in country
areas. SA Water also expended $1.2 million on behalf of the State government on
activities outside its normal business. No reimbursement for this expenditure was
received by SA Water.
                                             
1 For example, the pre-tax operating profit reported in SA Water’s audited financial statements
for 2001-02 was $223.340 million and total assets was $6.212 million.
2 The Department for Family and Youth Services provides funding to SA  Water for the
administration of pensioner concessions. The concessions are funded and paid directly by the




SOUTH AUSTRALIAN WATER CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00a 2000-01 2001-02
Size
Total assetsb $m  5 766  5 897 6 026  6 059  6 212




$’000  170 737  179 802 196 445  200 539  215 368
Operating sales margin %   47.5   47.9 48.0   47.9   48.2
Cost recovery %   194.0   193.0 197.3   190.5   191.5
Return on assets %   4.6   4.7 4.8   4.8   4.9
Return on equity %   2.6   2.7 3.0   2.9   3.2
Financial management
Debt to equity %   21.2   22.0 22.6   25.9   24.7
Debt to total assets %   16.9   17.5 17.8   20.0   19.5
Total liabilities to equity %   25.4   27.0 28.4   29.5   28.8
Interest cover times   2.9   3.0 3.2   3.2   3.5
Current ratio %   103.9   86.9 62.2   97.3   97.0
Leverage ratio % 125.4 127.0 128.4 129.5   128.8
Payments to and from government
Dividends $’000 105 800 144 400 175 200 135 470 137 175
Dividend to equity ratio %   2.3   3.1 3.8   2.9   2.9
Dividend payout ratio %   90.1   116.4 123.6   100.6   89.0
Income tax expense $’000 54 253 55 762 54 706 65 827 61 161
CSO funding $’000 74 365 77 135 85 259 86 104 90 358
Note The financial data for the years 1999-00 to 2001-02 are predominantly based on Government Finance
Statistics (GFS) data. The concepts underlying GFS and accounting standards may lead to different reported
statistics (see chapter 3). Pre-tax operating profit reported in SA Water’s financial statements for 1999-00,
2001-02 and to 2001-02 was $197 million, $208 million and $223 million respectively. The value of total assets
for these years was $6.026  billion, $6.060  billion and $6.212  billion respectively. a Includes  abnormal
expenses of $8.8 million relating to decommissioned or abandoned assets ($4.8 million), provision for legal
claims ($1.1  million), redundancies ($2.4  million) and Goods and Services Tax implementation costs
($0.5 million). b Asset revaluations in each year of the reporting period resulted in an increase in the value of
assets by $4.1 million in 1997-98, $64.1 million in 1998-99, $87.2 million in 1999-00, $9.5 million in 2000-01
and $130 million in 2001-02.206 FINANCIAL
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WATER CORPORATION Western Australia
The Water Corporation was established on 1  January  1996 under the Water
Corporation Act 1995. It operates under a 25 year operating licence issued by the
Office of Water Regulation. The Water Corporation provides public water supply,
sewerage, drainage and irrigation services to 1.8 million people in 255 towns and
communities throughout WA.
Charges are set by the Water Corporation Board and are subject to approval by the
Minister. Nominal charges increased by 3.5 per cent in 2001-02.
Revenue increased by 2.9 per cent in 2001-02, despite a 14 per cent decline in the
volume of water supplied to business and residential customers as a result of water
restrictions. The increase in revenue was partly due to a 19  per  cent rise in
developer contributions, a 38  per  cent growth in irrigation sales and increased
community service obligation (CSO) payments. Pre-tax operating profit was
adversely affected by a 9  per  cent increase in expenses, mainly due to higher
interest and depreciation expenses.
Debt levels increased in each year over the reporting period. Capital expenditure of
$343 million in 2001-02 was partly funded by a 7.8 per cent increase ($66 million)
in the level of borrowings.
The Water Corporation is required to make tax-equivalent and dividend payments.
Income tax expense was reduced in 1999-00 as a consequence of a restatement of
deferred tax balances with the implementation of lower company tax rates.
Over the reporting period the Water Corporation received CSO payments for costs
incurred in relation to country services, a program to eliminate septic tanks to
protect groundwater, waterways and public health, and pensioner concessions.1
                                             
1 In 2001-02, payments for country services were around $161 million, septic tank elimination
program payments of around $19 million, and revenue concessions to pensioners and exempt





Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00a 2000-01 2001-02
Size
Total assets $m  8 710  8 919 9 174  9 457  9 579




$’000  360 048  375 548 452 238  445 083  422 851
Operating sales margin %   45.2   44.3 49.4   47.0   45.1
Cost recovery %   183.6   179.2 197.5   188.8   182.1
Return on assets %   4.7   4.7 5.4   5.1   5.0
Return on equity %   2.9   2.7 3.9   3.6   3.6
Financial management
Debt to equity %   5.7   6.8   7.1   10.4   11.1
Debt to total assets %   5.2   6.2   6.4   9.1   9.6
Total liabilities to equity %   10.3   12.1 13.7   16.3   17.2
Interest cover times   8.4   11.2 13.2   14.5   9.5
Current ratio %   57.3   47.9   47.8   51.2   33.9
Leverage ratio % 110.3 112.1 113.7 116.3   117.2
Payments to and from government
Dividends $’000 158 706 196 111 201 215 240 753 259 811
Dividend to equity ratio %   2.0   2.5   2.5   3.0   3.2
Dividend payout ratio %   70.7   90.4 55.3   82.0   87.9
Income tax expense $’000 135 699 158 570 139 894 151 575 127 260
CSO funding $’000 180 316 192 124 205 617 225 890 240 197
a Income tax expense decreased due to a reduction in the future company tax rate from 36  per  cent to
34 per cent in respect of 2000-01 and then to 30 per cent from 2001-02.208 FINANCIAL
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HOBART REGIONAL WATER AUTHORITY Tasmania
The Hobart Regional Water Authority, trading as Hobart Water, was established as
a Joint Authority under the Local Government Act 1993. Hobart Water commenced
operations on 1 January 1997, following the transfer of assets, property rights and
liabilities from its predecessor, the Hobart Regional Water Board. Hobart Water
provides bulk water supplies to its owner-councils.1
Maximum charges for bulk water are determined by the Minister for Local
Government, drawing on recommendations by the Government Prices Oversight
Commission.2 In 2001-02, nominal charges increased by 3.1 per cent.
Bulk water charges were maintained in real terms from 1998-99. The increase in
revenue in 1999-00 and 2000-01 was largely due to higher water consumption
during a period of prolonged dry conditions.
Despite a 4.3  per cent decline in water sales in 2001-02, revenue increased by
5  per  cent with improved debt management and a change in accounting policy
relating to water inventories. The increase in revenue more than offset a 1.2 per cent
rise in expenses, resulting in higher profitability.
Capital expenditure was $4 million in 2001-02. No additional debt was incurred.
Hobart Water has reduced borrowings in most years over the reporting period.
Hobart Water has been required to pay tax-equivalent and dividend payments over
the reporting period. It does not receive funding for community service
obligations.3
                                             
1 The councils that comprise the Joint Authority are Brighton Council, Clarence City Council,
Derwent Valley Council, Glenorchy City Council, Hobart City Council, Kingborough Council,
Sorell Council and Southern Midlands Council.
2 Under the Government Prices Oversight Act 1995, the recommendations may take the form of
maximum revenues, maximum prices, pricing principles or a combination of these.
3 In 2000-01, Hobart Water identified expenses of $255  000 relating to the maintenance of




HOBART REGIONAL WATER AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99 1999-00 2000-01 2001-02
Size
Total assets $m   184   171   171   169   171




$’000 -1 261  2 862  2 757  2 535  3 272
Operating sales margin %   14.9   25.8   24.0   23.5   26.6
Cost recovery %   150.8   134.7   131.6   130.7   136.3
Return on assets %   1.5   2.6   2.8   2.8   3.8
Return on equity % -1.6   2.6   1.4   1.5   1.9
Financial management
Debt to equity %   27.6   27.7   27.1   26.3   26.2
Debt to total assets %   20.4   19.9   20.0   19.5   19.5
Total liabilities to equity %   39.1   34.3   35.0   34.1   35.2
Interest cover times   0.7   2.7   2.4   2.2   2.0
Current ratio %   40.9   52.4   34.4   26.9   51.6
Leverage ratio % 139.1 134.3 135.0   134.1   135.2
Payments to and from government
Dividends $’000 2 000 2 200 2 500 2 400 2 100
Dividend to equity ratio %   1.5   1.7   2.0   1.9   1.7
Dividend payout ratio % -95.8   64.8   137.9   129.0   88.2
Income tax expense $’000 828 -533 944 675 892
CSO funding $’000 0 0 0 0 0
a Amendments to the Local Government Act 1993 required the Hobart Regional Water Authority to make
income tax-equivalent payments, applying AAS3 Accounting for Income Tax as outlined in the Government
Business Enterprises Act 1995. Includes a $3.4 million expense generated by debt restructuring.210 FINANCIAL
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CRADLE COAST WATER Tasmania
Cradle Coast Water was established as a Joint Authority on 10 August 1999 under
the Local Government Act 1993.1 Cradle Coast Water collects, treats and supplies
bulk drinking water to its joint owning councils — Circular Head, Central Coast,
Waratah-Wynyard, Devonport City, Latrobe and Kentish.
Maximum charges for bulk water are determined by the Minister for Local
Government, following recommendations by the Government Prices Oversight
Commission.2 In 2001-02, the nominal unit charge of bulk water fell by 8 per cent
compared to the previous year. Fixed charges increased by 2 per cent.
A 5 per cent fall in water sales and a 4.5 per cent increase in expenses contributed to
a decline in pre-tax operating profit 2001-02. The increase in expenses was
primarily related to higher maintenance costs.
The value of assets in 2001-02 remained similar to the previous year, despite capital
expenditure of $1.8  million and an asset revaluation increment of $1.0  million
relating mainly to water treatment plants and pipelines. Debt declined by
11 per cent in nominal terms over the reporting period, contributing to a decline in
the debt to equity ratio and a rise in interest cover.
Cradle Coast Water has been required to make income tax-equivalent and dividend
payments since 1997-98.3 Cradle Coast Water is also subject to payroll tax, capital
gains tax-equivalents and sales tax-equivalents. Prior to 2001-02, fluoridation was
identified as a community service obligation and reimbursed by the government.
                                             
1  Cradle Coast Water was the trading name of the North West Water Authority (NWWA) over
the period July 2000 to December 2001. On 12 December 2001, the NWWA adopted the
trading name as its legal title.
2 Under the Government Prices Oversight Act 1995, the recommendations may take the form of
maximum revenues, maximum prices, pricing principles or a combination of these.
3  No dividend was paid in 1998-99 due to after-tax losses. In 2001-02, Cradle Coast Water was




CRADLE COAST WATER (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00 2000-01c 2001-02d
Size
Total assets $m   61   61 59   61   61




$’000 -2 354  1 311 838  1 390   856
Operating sales margin %   0.4   39.3 29.9   34.7   28.3
Cost recovery %   162.7   170.8 151.1   153.3   139.5
Return on assets %   0.1   4.9 3.6   4.7   3.7
Return on equity % -5.4   0.6 1.9   3.7   2.2
Financial management
Debt to equity %   76.1   70.1 68.2   63.0   60.2
Debt to total assets %   33.1   39.3 38.7   37.7   36.1
Total liabilities to equity %   85.9   78.5 74.5   69.6   66.8
Interest cover times   0   1.8 1.9   2.0   1.6
Current ratio %   39.4   67.1 90.0   121.4   97.8
Leverage ratio % 185.9 178.5 174.5   169.6   166.8
Payments to and from government
Dividends $’000 0 0 345 514 428
Dividend to equity ratio %   0   0 1.0   1.5   1.2
Dividend payout ratio %   0   0 53.9   40.0   53.1
Income tax expense $’000 161 1 100 197 104 49
CSO funding $’000 24 26 28 31 0
a Includes abnormal expenses of $3.1 million. This comprised of a $2.7 million loss on defeasance of loans
and a $377  746 increase to the superannuation provision for redundancy payments in anticipation of the
creation of a new joint authority. As a result of a debt restructure, financial expenses declined by $549 000.
b Includes an abnormal expense of $155 000 due to an adjustment of the superannuation provision. The
North West Water Authority (NWWA ) was established on 10 August 1999. Staff, property, obligations and
liabilities were transferred from the North West Regional Water Authority to the NWWA. c The value of assets
increased by $2 million resulting from a revaluation of infrastructure assets. d Includes an asset revaluation
increment of $1.0 million, relating mainly to water treatment plants and pipelines. The flouridation of water was
recognised as a community service obligation prior to 2001-02.212 FINANCIAL
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ESK WATER AUTHORITY Tasmania
The Esk Water Authority, trading as Esk Water, was established as a Joint
Authority under the Local Government Act 1993. Esk Water commenced operations
in July 1997, following the transfer of assets from its predecessors, the North Esk
Scheme, West Tamar Scheme and the Launceston City Council. Esk Water provides
bulk water supply to councils and industrial users in the Launceston-Tamar Valley
region.1
Maximum charges for bulk water are determined by the Minister for Local
Government, drawing on recommendations by the Government Prices Oversight
Commission.2 Esk Water and its member councils implemented a two-part tariff
structure in 2001-02.
Revenue increased by 7.5  per  cent in 2001-02 despite a 10  per  cent fall in the
volume of water sales following the introduction of two-part pricing. Pre-tax
operating profit also benefited from expenses being largely unchanged.
Esk Water’s debt — secured against future revenues — has fallen by around
40 per cent over the reporting period, resulting in a fall in the debt to equity, debt to
total assets and debt to total liabilities ratios. Capital expenditure of around
$660 000 in 2001-02 was funded internally. Some of the variability in the current
ratio in 1999-00 and 2000-01 is due to changes in the maturity of debt.
Esk Water is required to make tax-equivalent and dividend payments. Esk Water
does not receive any funding for community service obligations.
                                             
1  The participating councils in the Joint Authority are Launceston City, George Town, Meander
Valley and West Tamar. On its inception, Esk Water’s equity was contributed by the State
Government (88 per cent), Launceston City Council (11 per cent) and Meander Valley Council
(0.6 per cent).
2 Under the Government Prices Oversight Act 1995, the recommendations may take the form of




ESK WATER AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02
Size
Total assets $m   102   102 100   102   103




$’000  1 464   824 1 209  1 950  2 546
Operating sales margin %   30.4   21.9 25.0   30.5   34.9
Cost recovery %   143.7   128.0 130.5   144.0   153.5
Return on assets %   2.8   1.7 2.0   2.5   3.1
Return on equity %   1.3   0.6 1.0   1.5   1.9
Financial management
Debt to equity %   15.1   15.2 12.8   8.9   8.9
Debt to total assets %   15.0   12.7 10.8   7.9   7.8
Total liabilities to equity %   17.7   19.6 16.6   13.9   14.9
Interest cover times   2.4   1.9 2.4   4.2   5.2
Current ratio %   503.1   174.2 83.2   175.6   205.0
Leverage ratio % 117.7 119.6 116.6   113.9   114.9
Payments to and from government
Dividends $’000 351 198 594 1 337 1 683
Dividend to equity ratio %   0.5   0.2 0.7   1.5   1.9
Dividend payout ratio %   37.7   40.8 68.8   100.0   100.7
Income tax expense $’000 534 339 345 613 875
CSO funding $’000 0 0 0 0 0
a Assets from the North Esk Scheme, West Tamar Scheme and the Launceston City Council were transferred
to the control and ownership of the Esk Water Authority on 1 July 1997. b Includes extraordinary expense of
$1.4  million relating to asset transfers. c Includes abnormal revenue of $156  000 from the revaluation of




ACTEW CORPORATION Australian Capital Territory
ACTEW Corporation provides water and sewerage services to around 125  000
domestic and commercial customers in the ACT and Queanbeyan. ACTEW
Corporation is established under the Corporations Act 2001 (Cth) and has reporting
and compliance obligations under the Territory Owned Corporations Act 1990.
ActewAGL — a joint venture with privately-owned energy company AGL —
provides gas and electricity services and manages ACTEW Corporation’s water and
sewerage assets under contract.1
Water, sewerage and electricity charges are determined by ACTEW Corporation
and ActewAGL within a revenue cap set by the ACT Independent Competition and
Regulatory Commission (ICRC). The ICRC sets maximum charges for gas.
Water and sewerage assets accounted for around 63  per  cent of total assets in
2001-02. ACTEW Corporation’s ownership interest in ActewAGL represented
around 26 per cent.
In 2001-02, revenue from water sales and sewerage services accounted for around
65  per  cent of total revenue. Other revenues included around $42  million from
ACTEW Corporation’s share of operating profit in ActewAGL and around
$8.3 million from assets contributed by developers.
Capital expenditure of around $11  million in 2001-02 was funded from cash
reserves, with borrowings falling by $3.7 million compared to the previous year.
ACTEW Corporation is required to make tax-equivalent and dividend payments to
the ACT Government. It does not separately identify any community service
obligation payments in its financial statements.
                                             
1 ActewAGL’s operations are included in ACTEW Corporation’s financial results using the
‘equity accounting’ method. Under this method, ACTEW Corporation’s initial investment in
ActewAGL is recognised as an asset. Adjustments are made to the value of the investment to
reflect ACTEW Corporation’s share of profits or losses in ActewAGL each year. In 2001-02,





Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m  1 326




$’000  72 862
Operating sales margin %   53.2
Cost recovery %   213.6
Return on assets % 7.5
Return on equity %   5.9
Financial management
Debt to equity %   45.2
Debt to total assets %   27.2
Total liabilities to equity %   66.5
Interest cover times   3.8
Current ratio %   104.7
Leverage ratio %   166.5
Payments to and from government
Dividends $’000 46 828
Dividend to equity ratio %   5.9
Dividend payout ratio %   100.0
Income tax expense $’000 26 034
CSO funding $’000 0
a 2001-02 is the first year that the ACTEW Corporation was included in this report. It commenced operations
in July 1995.URBAN TRANSPORT 217
9 Urban transport
The financial performance of four urban transport government trading enterprises
(GTEs) is covered in this chapter. At the end of 2001-02, they controlled
$1.2  billion in assets and generated around $690  million in revenue. The urban
transport GTEs vary in size and the range of services they provide.
Financial performance summaries, including performance indicators for each GTE,
are presented after this introduction. The performance indicators are consistent
across individual GTEs. However, when making comparisons, care should be taken
to consider differences in the nature and scale of the businesses, their market
environments and issues relating to the valuation of their assets.
For a discussion of the data and the financial indicators used and some of the factors
that should be considered when assessing performance, see chapter 3.
9.1 Monitored GTEs
The selected GTEs vary in the range of services they provide, their size and their
corporate structure. The primary activity of most of the urban transport GTEs is the
provision of bus services (see table  9.1). However, the STA and TransAdelaide
operate other modes of transport. TransAdelaide operates passenger rail and tram
services and is also responsible for the management of the metropolitan rail
network. In addition to its bus services, the STA also operates passenger ferries.
Table 9.1 Activities — urban transport GTEs, 2001-02
Bus Ferry Tram Train
State Transit Authority  ✘✘
TransAdelaidea ✘ b ✘ 
Metro Tasmania  ✘✘ ✘
ACTION  ✘✘ ✘
a In addition to its passenger transport activities, TransAdelaide is the infrastructure manager for the Adelaide
metropolitan rail network. b TransAdelaide does not operate bus services in its own right. However, it has a




Urban transport services are also provided by Queensland Rail, the Western
Australian Government Railways Commission and the State Rail Authority (NSW),
as a part of their broader rail operations. The performance of these GTEs is reported
in chapter 10.
Total assets have grown by $28  million (2.3  per  cent) in real terms over the
reporting period (see figure 9.1). They fell between 1997-98 and 1998-99, largely as
a result of asset transfers by TransAdelaide and ACTION to their respective
State Government owners.1 However, asset values rose in again in 1999-00, due to
increased capital expenditure by the STA accompanied by an upwards revaluation
of its assets. Similarly, in 2000-01, a revaluation of TransAdelaide’s assets caused
another increase in total sector assets.


























Note The value of sector assets prior to 2001-02 was converted to 2001-02 dollars using the implicit price
deflator — Gross Fixed Capital Formation for Public Corporations (see chapter 3).
Source: Productivity Commission estimates.
                                             
1  TransAdelaide transferred its bus fleet to Transport SA in preparation for the introduction of
competitive tendering for bus services. ACTION transferred fixed assets to the ACT
Department of Urban Services as part of the implementation of a purchaser–provider
arrangement.URBAN TRANSPORT 219
In 2001-02, TransAdelaide controlled 54 per cent of the monitored urban transport
GTEs’ assets while the STA accounted for a further 38  per  cent. The size of
TransAdelaide’s asset base reflects its role as a rail infrastructure manager, unlike
the other GTEs. The four GTEs generated over $690 million of revenue in 2001-02,
with the STA accounting for approximately 70 per cent of this total (see figure 9.2).















































Source: Productivity Commission estimates.
9.2 Market environment
The market environment in which urban transport GTEs operate can have a
significant impact on their financial performance. Urban transport GTEs have
experienced a general fall in demand for their services over the reporting period,
partly due to increased competition from private operators of urban transport,
competition from privately-owned motor vehicles and changes in fares and urban
demographics.
Many governments have intervened in the provision of urban transport services —
through ownership, funding support, the regulation of fares and quality of service




benefits of service coordination, system-wide ticketing, limited competition and the
existence of positive externalities.
Urban transport is not subject to a specific agreement under the National
Competition Policy (NCP) package of reforms. However, some aspects of the NCP
agreements have had a noticeable impact on administrative and operational
arrangements. These include the application of competitive neutrality principles,
prices oversight of public monopolies and the contracting out of service provision.
A general aim of microeconomic reform has been to increase the commercial focus
of publicly-owned service providers and reduce their reliance on government
funding support. In urban transport, the principal areas of reform have been
governance, the supplier market and setting tariffs.
Governance reform
The legal relationships between urban transport GTEs and their owner-governments
have been reformed to increase the GTEs’ commercial focus. The implementation
of these reforms has varied across jurisdictions. However, there has been a
consistent trend to separate urban transport policy, planning and regulatory
functions from operational functions.
There has been no significant change in the governance structure of the STA since
the passing of the Transport Administration Act in 1988.
In SA, the former State Transport Authority was restructured in 1994-95. As a part
of the restructure:
•   TransAdelaide was corporatised and assumed the operating functions of the
former State Transport Authority; and
•   The planning and regulatory functions, including the responsibility for setting
urban transport prices, were transferred to a new organisation — the Passenger
Transport Board (PTB), a statutory authority within the Department for
Transport, Urban Planning and the Arts.
In 1997-98, the Metropolitan Transport Trust of Tasmania became a government-
owned company (Metro Tasmania) subject to corporations law. Similarly, on
1 January 2002, the status of ACTION changed from a division of the Department
of Urban Services, to a statutory authority after legislation passed by the ACT
Legislative Assembly came into force.
In 1989, Victoria corporatised its principal government–owned urban transport
provider, the Public Transport Corporation (PTC), tendering out all bus services toURBAN TRANSPORT 221
private enterprise in 1993. In 1997-98, the Government restructured the PTC’s
remaining passenger services into five corporations (two train corporations, two
tram corporations and an intra-state country passenger service provider). After a
tendering process, the corporatised passenger transport businesses were sold as
individual franchises in August 1999.
Market reforms
Competitive tendering arrangements have been introduced to improve the
commercial performance of GTEs. Urban transport GTEs have been required to
compete with private sector providers for the right to operate certain urban
passenger services in WA, NSW, SA and Victoria.
For example, the tendering process was introduced in SA in 1995-96, and required
TransAdelaide to compete with the private sector on the basis of a set of costing
rules that ensured competitive neutrality. On 22 April 2000, TransAdelaide ceased
providing bus services after it was unsuccessful in tendering for service contracts
with the PTB. It does however continue to participate in a joint venture with
Australian Transit Enterprises, to operate bus services in the Adelaide Hills.
Competitive tendering is also planned for the ACT. In January 2002, ACTION
entered into an exclusive contract with the ACT Government for the provision of
urban transport services. It is intended that on the expiration of this contract in
December 2006, ACTION will be required to compete with the private sector to
secure new service contracts.
Tariff reforms
Over the reporting period, the pricing of urban transport services was determined by
independent pricing regulatory bodies in NSW, Tasmania and ACT. In SA, prices
were determined by the PTB.
In nominal terms, urban transport fares generally increased over the reporting
period, with three of the four GTEs undergoing major price reviews since 1996-97.
Most recently, Metro Tasmania increased fares on 1 July 2000 — by an average of
8.2  per  cent — following a ruling from the Tasmanian Government Prices





Profitability indicators provide information on how GTEs are using the assets
vested in them by shareholder governments to generate earnings.
In 2001-02, Metro Tasmania was the only urban transport GTE reviewed to return a
positive, pre-tax operating profit. The trend over the reporting period, of negative or
small positive operating results, is mainly due to expenses growing faster than
revenues. The increase in total expenses reflects higher labour and general
maintenance costs, increased depreciation expenses and the introduction of accrual
accounting for superannuation liabilities, among other things.
The average level of cost recovery for urban transport GTEs overall has remained at
around 100 per cent over the reporting period (see figure 9.3). The introduction of
community service obligation (CSO) payments to ACTION in 1996-97 and Metro
Tasmania in 1997-98 — to reflect the value of concession and other
non-commercial benefits of public transport — significantly improved their cost
recovery.
Over the reporting period, the return on assets varied across urban transport GTEs
(see figure 9.4), with some convergence evident in later years. The major factors
affecting urban transport GTEs’ returns on assets are changes in total revenues and
total expenses. However, apart from operating profit, this performance measure is
also influenced by changes in asset values — through asset transfers, sale and
lease-buy-back arrangements, asset revaluations, asset disposals and depreciation.
Overall, returns have improved over the reporting period. All the GTEs surveyed
earned a positive return on assets in 2000-01 — the first time this has happened.
However, these returns are well below those required by private operators,
indicative of the fact that urban transport GTEs are not being required to operate on
a commercially viable basis.1
                                             
1 Governments may not require a commercial rate of return from urban transport GTEs because
urban transport provides external benefits that are not captured on the balance sheet — such as
reductions in road user cost. Urban transport also provides access for the young, elderly and
poor. Governments may also feel that there is scope for further efficiency gains within the
GTEs. If this is the case and prices have been set to reflect the efficient cost of service
provision, low returns would be indicative of inefficient operations.URBAN TRANSPORT 223

















Note Each data point represents the cost recovery ratio for a government trading enterprise in that financial
year. Cost recovery is the ratio of revenue from operations to expenses from operations. Revenue from
operations is calculated by subtracting investment income and receipts from governments to cover deficits on
operations from total revenue. Expenses from operations are calculated by subtracting gross interest expense
from total expenses. Prior to 2000-01, abnormal items were also subtracted from operating expenses and
revenue.
Source: Productivity Commission estimates.
Like return on assets, the return on equity achieved by urban transport GTEs has
varied substantially over the reporting period. Metro Tasmania was the only GTE to




















Note Each data point represents the return on assets ratio for a government trading enterprise in that financial
year. Return on assets is the ratio of earnings before interest and tax (EBIT) to average total assets. EBIT is
calculated by subtracting total expenses from total revenue (includes abnormals) and adding back gross
interest expense. Average total assets is the average of the value of assets at the beginning and end of each
financial year.
Source: Productivity Commission estimates.
9.4 Financial management
Financial management indicators provide information about the capital structure of
GTEs and their ability to meet the cost of servicing debt and other liabilities as they
fall due.
Most urban transport GTEs have restructured their capital over the reporting period
and reduced debt levels. This restructuring includes debt for equity swaps, debt
transfers to government and debt repayments.
Changes in the capital structure of the GTEs makes it difficult to assess financial
management performance over time. Asset revaluations also have an impact on
inter-temporal performance comparisons.URBAN TRANSPORT 225
Over the reporting period, the debt to total assets ratio has generally declined across
most GTEs (see  figure  9.5). Prima facie, this may suggest a decrease in the
proportion of total assets obtained through the use of borrowing. However, a decline
in this ratio can also occur with debt restructuring and the transfer of liabilities to
government departments.
The STA is the only urban transport GTE to have increased its level of debt over the
reporting period (by over $80 million, or 150 per cent, since 1997-98). Borrowing
for the purchase of new buses in 1999-00 and 2000-01 accounted for most of this
increase.
Sound financial management requires that profits are sufficient to ensure interest
payments can be met. A high level of interest cover — the ratio of earnings before
interest and tax expenses to gross interest expenses — indicates that the entity can
sustain a fall in profit or increased interest expense and still meet the cost of
servicing debt.

















Note Each data point represents the debt to total assets ratio for a government trading enterprise in that
financial year. Debt is defined to include all repayable borrowings (interest bearing and non-interest bearing),
interest bearing non-repayable borrowings and finance leases. Average total assets is the average of the
value of assets at the beginning and end of each financial year.




In 2001-02, the interest cover levels reported by the urban transport GTEs ranged
from -1.0 times to 2.8 times. This was a broader range than the previous year, when
each GTE reported an interest cover level of between zero and one. Even with the
current decrease in interest cover, the majority of GTEs are likely to be able to meet
their interest commitments from operating profit. However, those with the lowest
interest cover may be significantly affected by increases in interest rates or falling
revenues.
9.5 Transactions with government
As part of the reform process, governments have sought to facilitate competitive
neutrality by giving GTEs a greater commercial focus and exposing them to factor
market disciplines and regulations similar to those faced by private sector
businesses. For a more detailed discussion of competitive neutrality principles,
see chapter 3.
Most urban transport GTEs are required to make tax-equivalent and dividend
payments, along with debt guarantee fee payments, to achieve competitive
neutrality with private sector businesses.
The amount of income tax and dividends paid by the urban transport GTEs has been
low in comparison to payments made by GTEs in other industry sectors and have
varied considerably over the reporting period (see figure 9.6). This reflects the small
and volatile returns of urban transport GTEs over the reporting period.
TransAdelaide was the only urban transport GTE to make tax-equivalent payments
over the reporting period. Tax-equivalent payments were generally not required
because of negative operating results; accumulated tax losses; the impact of the
introduction of the Goods and Services Tax; and the reduction in the company tax
rate from 1999-00.
Since 1997-98, the STA, Metro Tasmania and TransAdelaide have each made at
least one dividend payment.
Traditionally, the social benefits associated with the provision of low cost urban
transport services were recognised implicitly by governments and paid for by
funding operating deficits.URBAN TRANSPORT 227
Figure 9.6 Dividend and income tax-equivalent payments — urban




























Note The value of dividends and tax-equivalent payments prior to 2001-02 were converted to 2001-02 dollars
using the using the implicit price deflator — Gross Fixed Capital Formation for Public Corporations (see
chapter 3). a No dividends or tax-equivalent payments were made in 2000-01.
Source: Productivity Commission estimates.
Some governments have entered into CSO contracts with their GTEs. The STA,
Metro Tasmania and ACTION receive explicit CSO payments, while
TransAdelaide receives contract payments from the PTB, reported as a consolidated
figure in total income.
For most urban transport GTEs, CSOs account for a relatively large share of total
revenue. For example, CSO funding accounted for 70 per cent of ACTION’s total
revenue in 2001-02.
CSO contracts across urban transport GTEs include:
•   Pricing — to reimburse GTEs for offering fares at below a commercial level.
The government pays the difference between the full fare applicable for the
journey and the fare paid by the traveller;
•   Service — to reimburse GTEs for providing non-commercial services and





•   Concessions — to reimburse GTEs for offering government determined
concessions. This includes the provision of free and concession travel for school
students, tertiary students, pensioners and senior citizens, people with disabilities
and welfare recipients.URBAN TRANSPORT 229
9.6 GTE performance reports
State Transit Authority (NSW)
TransAdelaide (SA)
Metro Tasmania (Tasmania)
ACTION Authority (ACT)230 FINANCIAL
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STATE TRANSIT AUTHORITY New South Wales
The State Transit Authority (STA) is incorporated under the Transport
Administration Act 1988. In 2001-02, it operated three metropolitan passenger
transport businesses — Sydney Buses; Sydney Ferries; and Newcastle Bus and
Ferry Services. In January 2002, the STA won a contract to operate a new service in
Western Sydney. Operations were to commence in February 2003. The STA
operates within the regulatory framework of the Passenger Transport Act 1990.
Prices for STA’s services are set by the Independent Pricing and Regulatory
Tribunal of NSW (IPART). In accordance with the 2001 Public Transport Fares
Determination, prices rose by between 3.7 and 5 per cent in 2001-02.
In 2001-02, total revenue rose by 2.4 per cent, despite a decrease in patronage and
passenger revenue. The growth in total revenue was largely attributable to a
$21  million capital grant and increased community service obligation (CSO)
funding. However, the increase in revenue was more than offset by a 5.5 per cent
increase in expenses, resulting in a decline in profitability. The rise in expenses was
primarily caused by a significant increase in maintenance costs and higher
superannuation and workers compensation expenses.1
A bus replacement program commenced in 1997-98. This was done to maintain the
average age of the fleet below 12 years, to comply with the Passenger Transport
Act 1990. Debt has increased over the reporting period to finance the capital costs of
the replacement program. The rise in borrowings has affected debt to equity, debt to
assets and total liabilities to equity ratios, which have all increased since 1997-98.
The current ratio declined in 2001-02, due to a $46.5 million increase in current
liabilities. Current liabilities increased mainly because of a $37  million rise in
borrowings (including finance leases) due to be repaid within 12 months.
The STA has not made tax-equivalent payments during the reporting period, due to
accumulated tax losses. The STA has an agreement with the NSW Government for
the reimbursement of pricing, service and concession–fare CSOs.2 Funding under
this agreement was almost $209 million in 2001-02.
                                             
1  The STA attributed the rise in maintenance expenses to higher bus servicing costs after the
Sydney Olympics and costs associated with the implementation of a report by the Waterways
Authority, commissioned after safety-related incidents involving Sydney Ferries in early 2001.
2 Reimbursement for the provision of non-commercial services does not extend to services
operated by Sydney Buses.URBAN TRANSPORT 231
STATE TRANSIT AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01c 2001-02
Size
Total assets $m   383   369   434   439   467




$’000 -4 713 -9 635   699 -4 313 -19 580
Operating sales margin % -0.5 -1.5   1.3   0.9 -2.0
Cost recovery %   88.2   87.3   100.6 97.9   93.4
Return on assets % -0.5 -1.3   1.6   1.2 -2.2
Return on equity % -2.4 -6.4   0.5 -3.0 -15.0
Financial management
Debt to equity %   34.8   38.4   85.5   89.9   112.4
Debt to total assets %   14.5   14.6   30.7   28.8   30.3
Total liabilities to equity %   141.6   157.3   201.5   214.5   282.3
Interest cover times -0.6 -1.0   1.1   0.6 -1.0
Current ratio %   36.7   35.0   42.8   44.9   30.5
Leverage ratio %   241.6   257.3   301.5   314.5   382.3
Payments to and from government
Dividends $’000 0 16 560 0 0 0
Dividend to equity ratio %   0   11.0   0   0 0
Dividend payout ratio %   0 -171.9   0   0 0
Income tax expense $’000 -875 0 0 0 0
CSO funding $’000 161 658 167 837 178 297 193 675 208 860
a During 1998-99, the State Transit Authority (STA) sold $20 million of property. The net sale proceeds of
$17 million were paid to the NSW Treasury as a special dividend on 30 June 1999. b The increase in the
value of assets is due to $56 million in capital expenditure for bus replacement and a $27 million upward
revaluation of non-current assets. In 1999-00, the STA reported an abnormal gain of over $3 million from the
profit on property sales, which contributed to the reported pre-tax operating profit. c Return on assets was
positive, despite the STA recording a negative operating result. Return on assets is the ratio of Earnings
Before Interest and Tax (EBIT) to total assets. The discrepancy between pre-tax operating profit and return on




TransAdelaide provides passenger rail services to the Adelaide metropolitan area
under contract to the Passenger Transit Board (PTB).1 It is also responsible for the
management of train and tram infrastructure. With the proclamation in
January 1999 of the TransAdelaide (Corporate Structure) Act 1998, TransAdelaide
became subject to the provisions of the Public Corporations Act  1993. It has a
wholly-owned subsidiary corporation, Austrics, and is engaged in a joint-venture to
provide bus services in the Adelaide Hills.2
TransAdelaide obtains the majority of its revenue from the PTB. All ticket revenue
received is remitted to the PTB, which sets fares for metropolitan public transport.
The PTB then pays TransAdelaide in line with its passenger rail service contract.
TransAdelaide also receives annual funding from the SA Government.3
The financial data for the years 1999-00 to 2001-02 are predominantly based on
Government Finance Statistics (GFS) data. The concepts underlying GFS and
accounting standards may lead to different reported statistics (see chapter 3).4
Total revenue declined in 2001-02, despite an increase in patronage and PTB
contract payments. This was largely due to a fall in external sales revenue, such as
advertising sales, and reduced government funding.
In 2001-02, total assets decreased by $15 million compared to 2000-01, primarily
due to the transfer of TransAdelaide’s interest in the Belair rail line to the
Australian Railways Track Corporation. This transfer was pursuant to an agreement
reached in 1999 between State and Federal Ministers.
TransAdelaide is required to make tax-equivalent and dividend payments.
Government funding for community service obligations is not separately identified
in TransAdelaide’s financial statements.
                                             
1 TransAdelaide is required to compete with the private sector to secure PTB service contracts.
On 22 April 2000, TransAdelaide ceased the provision of bus services in its own right after
unsuccessful bids to the PTB. In December 2000, TransAdelaide secured the contract for the
provision of rail transport services until 2005.
2 Austrics is involved in developing computerised scheduling software. In April 2000, the joint-
venture operation was awarded a five year contract to provide passenger transport to the Algate
and Mount Barker area. Previously, this service was provided by a former TransAdelaide
subsidiary, Hills Transit, which was dissolved by regulation on 30 June 2000.
3  In 2001-02, TransAdelaide received a transfer from Government of $7.3 million. In 2000-01,
Government funding was around $12 million.
4 For example, TransAdelaide reported a pre-tax operating loss of $12  million in its audited
financial statements for 2001-02. The value of total assets reported was $669.537 million.URBAN TRANSPORT 233
TRANSADELAIDE (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01c 2001-02
Size
Total assets $m   656   617   609   685   670




$’000  5 831 -7 379  3 848 -1 755   6
Operating sales margin %   11.5   2.3   6.6   7.2   6.2
Cost recovery %   109.2   100.1   111.1   91.4   99.0
Return on assets %   0.9   1.0   2.6   1.4   1.1
Return on equity %   0.2 -  1.0   0.9 -  0.4   0.7
Financial management
Debt to equity %   36.8   31.6   30.4   22.0   21.1
Debt to total assets %   6.1   21.0   21.2   17.6   15.8
Total liabilities to equity %   49.9   45.5   42.4   32.6   31.9
Interest cover times   1.3   0.5   1.3   0.8   1.0
Current ratio %   71.1   93.0   127.6   89.5   76.1
Leverage ratio % 149.9 145.5 142.4 132.6 131.9
Payments to and from government
Dividends $’000 1 267 0 0 0 353
Dividend to equity ratio %   0.1 0 0 0   0.1
Dividend payout ratio %   25.8 0 0 0   9.5
Income tax expense $’000 923 -3 089 107 0 -3 711
CSO fundingd $ ’ 0 0 00000 0
Note The financial data for the years 1999-00 to 2001-02 are predominantly based on Government Finance
Statistics (GFS) data. The concepts underlying GFS and accounting standards may lead to different reported
statistics (see chapter 3). Pre-tax operating profit reported (including abnormal and extraordinary items in
1999-00) in TransAdelaide’s financial statements for 1999-00, 2001-02 and to 2001-02 was $3.5  million,
-$3.0 million and -$12 million respectively. The value of total assets for these years was $611.700 million,
$686.391  million and $669.537 million respectively. a As part of the SA Government’s asset management
plan, TransAdelaide’s bus fleet was transferred to Transport SA resulting in a fall in total assets. Half of the
debt associated with bus fleet assets was transferred to Transport SA.  Operating profit (before tax, including
abnormals) also declined due to a net increase in abnormal expenses associated with the asset transfer.
b Includes abnormal revenue relating to the withdrawal of bus services ($11 million) and abnormal expenses
relating to loss on disposal of assets ($7.8 million), expenses associated with the withdrawal of bus services
($3.1 million), fleet and depot restoration costs ($5.9 million), Hills Transit termination payments ($0.6 million)
and the write-off of tax losses associated with the bus business ($7.6 million). Includes an upward revaluation
of land, buildings and rollingstock of $6.7  million. c   An independent revaluation increased the value of
TransAdelaide’s assets by almost $90  million. The reduced total revenue reflects the first full year of
operations after losing the Passenger Transport Board bus service contract. d Community service obligation




Metro Tasmania Pty Ltd (Metro) was incorporated on 2 February 1998, under the
Metro Tasmania Act 1997. Upon incorporation, the assets and liabilities of the
Metropolitan Transport Trust were transferred to Metro, which provides passenger
bus services to Hobart, Launceston and Burnie. In May  1999, Metro formed a
subsidiary company, Metro Coaches (Tas) Pty Ltd to operate bus services from
Hobart to Blackman’s Bay, the Channel, Campania and New Norfolk.
The maximum prices that Metro can charge are determined by the Government
Prices Oversight Commission (GPOC). In 2000-01, GPOC finalised investigations
into Metro’s price framework, resulting in a nominal increase in adult and
concession fares by an average of 8.2  per  cent — the first price change since
1996-97. Student fares remained unchanged.
Total revenues grew by 2.1  per  cent in 2001-02, despite a small decline in
patronage. The revenue increase included a one-off transfer of $336 000 from the
Tasmanian Government for increases in superannuation liabilities with the transfer
of employees from other government agencies. Expenses remained relatively stable
in 2001-02, increasing by 0.5 per cent over the previous year. This enabled Metro to
return a $413 000 profit, the second profit recorded during the reporting period.
The debt to equity and debt to total assets ratios continued to decline in 2001-02, as
Metro reduced its borrowings from Treasury. The lower level of debt, combined
with lower interest rates, resulted in Metro’s interest expense declining by
13.4 per cent compared to 2000-01.
The Metro Tasmania Act 1997 and the Government Business Enterprises Act 1995
require Metro to make income tax-equivalent payments to the Tasmanian
Government. Metro has not made tax-equivalent payments since 1997-98, due to
accumulated tax losses. It made a dividend payment of $286 000 in 2001-02, the
second dividend paid during the reporting period.
Metro entered into a new three-year Community Service Agreement with the
Tasmanian Government on 1 July 2001. The funding provided under the agreement
is designed to enable Metro to achieve a break-even operating result. It includes
provision for concession travel for specified categories of passengers and for the
provision of non-commercial services. Metro receives the majority of its revenue
from this contract, which amounted to $19.3  million in 2001-02.  Community
service obligation funding is not separately identified in Metro’s accounts.URBAN TRANSPORT 235
METRO TASMANIA (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01 2001-02d
Size
Total assets $m   51   37   35   36   37




$’000 -1 128 -69   763 -53   413
Operating sales margin % -10.1 -0.7   2.9 -0.4   0.9
Cost recovery %   93.8   101.1   102.4   99.6   100.9
Return on assets % -1.6   1.0   3.3   0.6   1.8
Return on equity % -5.5 -0.4   4.8 -0.3   2.4
Financial management
Debt to equity %   38.3   43.5   23.2   18.2   17.7
Debt to total assets %   12.8   15.4   10.3   8.8   8.3
Total liabilities to equity %   185.2   137.2   118.3   108.5   118.0
Interest cover times -3.4   0.9   2.8   0.8   2.8
Current ratio %   34.4   30.8   71.7   109.5   118.0
Leverage ratio % 285.2 237.2 218.3 208.5 218.0
Payments to and from government
Dividends $’000 0 0 533 0 286
Dividend to equity ratio %   0   0   3.4 0   1.7
Dividend payout ratio %   0   0   69.9   0   69.2
Income tax expense $’000 0 0 0 0 0
CSO fundinge $ ’ 0 0 000000
a Metro purchased 15 buses on the expiration of their operating lease for $2.4 million. Metro earned a profit
from the disposal of fixed assets amounting to $40  216. b Includes an abnormal expense of $0.5  million
relating to a change in assumptions of superannuation liabilities and an extraordinary expense of $2.2 million
relating to underprovision for superannuation. c Includes abnormal revenue of $649 000 relating to a reduction
in superannuation provisions. Metro also reported abnormal expenses relating to workers’ compensation
($250  000), a wholesale sales tax adjustment ($90  000) and costs incurred during a price regulation
investigation by the Government Prices Oversight Commission ($130 000). d Includes a one-off receipt of
$336 000 from the Tasmanian Government for prior year increases in superannuation provisions. e Metro
receives community service obligation (CSO) payments under its Community Service Agreement with the
Tasmanian Government. The level of CSO funding under this contract is not reported separately.236 FINANCIAL
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ACTION AUTHORITY Australian Capital Territory
The Australian Capital Territory Internal Omnibus Network Authority (ACTION)
provides urban and school bus services to the Canberra metropolitan area. ACTION
operates pursuant to the Road Transport (Public Passenger Services) Act 2001,
which came into force on 1 December 2001. Prices for ACTION’s services are set
by the ACT’s Independent Pricing and Regulatory Commission.
On 1 January 2002, the ACTION Authority Act 2001 came into effect, changing the
status of ACTION from a division of the ACT Government’s Department of Urban
Services to a statutory authority. The new body took over all of the operations and
responsibilities of the former ACTION.
Total revenue increased in 2001-02, despite a fall in passenger revenue of
$2.1  million. The increase in total revenue was largely attributable to the
$3.8 million rise in community service obligation (CSO) funding. The decline in
passenger revenue was attributed to a reduction in fare prices for school students
and a change in passenger demographics.1
ACTION reduced its debt in 2001-02 by $2.9 million, continuing the decline in debt
to equity and debt to total liabilities ratios over the reporting period. The lower debt
level reduced interest expenses and improved the level of interest cover.
The rise in the current ratio in 2001-02 was related to an injection of funds for
capital expenditure shortly before the end of the financial year.2
ACTION did not make tax-equivalent or dividend payments over the reporting
period. ACTION receives CSO payments for offering fares below a commercial
level, general route off-peak services, concession travel for students, the provision
of school services and special needs transport.3 CSO funding comprises around
70  per  cent of ACTION’s total revenue. In order to fund its operating losses,
ACTION also receives annual subsidies from the ACT Government.4
                                             
1 Total patronage rose in 2001-02 when compared to the previous year. However, the increase
was related to school students, with falls in adult and concession boardings. This resulted in a
lower average fare per boarding, contributing to the decline in passenger revenue.
2 The injection from the ACT Government was recorded as a contribution to equity, improving
the debt to equity, debt to total assets and the total liabilities to equity ratios.
3 ACTION operates special needs transport on a full cost recovery basis with revenue received
from ACT Health Community Care, the ACT Department of Education and Canberra Hospital.
4 ACTION received subsidies of $1 million in 1997-98, $2.3 million in 1998-99, $5.2 million in
1999-00, $3.2 million in 2000-01 and $4.4 million in 2001-02.URBAN TRANSPORT 237
ACTION AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01 2001-02
Size
Total assets $m   101   76   72   68   70




$’000 -11 015 -14 733 -4 342 -1 176 -343
Operating sales margin % -13.5 -21.7 -3.3   1.1   1.6
Cost recovery %   86.5   78.8   88.0   95.5   94.9
Return on assets % -7.1 -13.9 -3.0   1.1   1.8
Return on equity % -17.6 -28.7 -10.2 -2.9 -0.8
Financial management
Debt to equity %   45.0   43.4   38.3   32.4   22.6
Debt to total assets %   25.0   21.2   21.6   18.7   14.9
Total liabilities to equity %   71.4   75.4   72.5   68.5   53.4
Interest cover times -2.2 -5.1 -1.0   0.4   0.8
Current ratio %   45.5   27.0   46.2   60.3   123.9
Leverage ratio %   171.4   175.4   172.5   168.5   153.4
Payments to and from government
Dividends $’000 0 0 0 0 0
Dividend to equity ratio % 0 0 0 0   0
Dividend payout ratio % 0 0 0 0   0
Income tax expense $’000 0 0 0 0 0
CSO funding $’000 36 367 39 295 42 631 42 731 46 538
a ACTION became liable for the payment of State and federal taxes and charges in 1998-99. On 1 July 1998,
most of ACTION’s property, including bus shelters and interchanges, were transferred to the Department of
Urban Services as part of purchaser–provider governance reform. ACTION retained its Belconnen and
Tuggeranong depots and associated offices, including ACTION’s head office.  b Includes an abnormal gain of
$1.1  million relating to participation in a Commonwealth Government program. An abnormal expense of
$0.3 million was incurred relating to a loss from the sale of obsolete stores.RAILWAYS 239
10 Railways
The financial performance of five rail government trading enterprises (GTEs) is
covered in this chapter. At the end of 2001-02, they controlled $15.6  billion in
assets and generated over $5 billion in revenues.
The five rail GTEs vary in size and the range of services they provide. One is
vertically integrated, undertaking all the activities involved in managing rail
networks and operating rail freight and passenger services. The other four undertake
a mix of rail network management activities, passenger transport services and
freight operations.
Financial performance summaries, including performance indicators for each GTE,
are presented after this introduction. The performance indicators are consistent
across individual GTEs. However, consideration should be given to differences in
the nature and scale of the businesses, their market environments and issues relating
to the valuation of their assets when making comparisons.
For a discussion of the data and the financial indicators used and some of the factors
that should be considered when assessing performance, see chapter 3.
10.1 Monitored GTEs
The rail services provided by the five monitored rail GTEs are shown in table 10.1.
Queensland Rail (QR) is vertically integrated, providing all the activities involved
in managing a rail network as well as operating rail freight and passenger services.
The other four have fewer activities. The NSW State Rail Authority (SRA) and the
Western Australian Government Railways Commission (WAGRC) operate urban
and regional rail passenger transport services. The Australian Rail Track
Corporation (ARTC) and NSW Rail Infrastructure Corporation (RIC) provide track
management services, including the administration of rail access regimes.
An assessment of a rail GTE’s financial performance over time must take into
account any changes to the range of services it provides. The financial performance
of some rail GTEs has been affected by the transfer of some of their activities — to




incurred an extraordinary loss of $116  million following the sale of freight
operations to the private sector in December 2000.
Table 10.1 Activities — rail GTEs, 2001-02









State Rail Authority NSW ✘ ✘ ✓ ✓
Rail Infrastructure
Corporation
NSW ✓ ✘✘ ✘





✓ ✘ ✓ ✓ b
Australian Rail Track
Corporation
Commonwealth ✓ ✘✘ ✘
a Refers to the ownership of mainline tracks, and does not include ownership of sidings, terminals and other
‘below track’ infrastructure. b The WAGRC also operated regional bus services.
Victoria’s rail services are not included as they have been contracted to the private
sector. TransAdelaide — the SA Government’s rail GTE — is included in chapter 9
because it provides urban passenger services only.
The set of monitored GTEs included in the rail sector has changed over the
reporting period. The RIC and the ARTC are included in this report for the first
time (see figure 10.1). In 2001-02, they had assets of around $1.3 billion and earned
revenue of over $1 billion. These two rail GTEs are mainly infrastructure managers,
responsible for the maintenance of rail track networks and administering access.
Two rail GTEs monitored in previous reports — the National Rail Corporation
(NRC) and the NSW Freight Rail Corporation — were not monitored in 2001-02
following their privatisation in January 2002. Their financial performance over the
period 1996-97 to 2000-01 is covered in PC (2002a).RAILWAYS 241

























Monitored over the entire period Monitored from 2001-02
Note Two rail GTEs — the Rail Infrastructure Corporation and the Australian Rail Track Corporation — were
monitored for the first time in 2001-02. The value of sector assets prior to 2001-02 was converted to 2001-02
dollars using the implicit price deflator — Gross Fixed Capital Formation of Public Corporations (see
chapter 3).
Source: Productivity Commission estimates.
The size of monitored rail GTEs — in terms of the value of the assets controlled
and revenue — varies substantially (see figure 10.2). In 2001-02, the smallest in
terms of asset value was the ARTC ($251  million) and the largest was QR
($7.6 billion).
There are also differences between jurisdictions in the operating principles for the
rail GTEs (see chapter 6). These differences include the emphasis on commercial
objectives by boards and governments — compared to the relative importance given
to other objectives such as ecologically sustainable development activities and
regional development.
In most jurisdictions, rail GTEs operate under a jurisdiction-specific, GTE-wide
corporatisation framework. In WA, the WAGRC is a statutory authority established
under the Western Australia Government Railway Act 1904. Differences between





















































Source: Productivity Commission estimates.
10.2 Market environment
Rail transport has been largely displaced in many of its traditional markets by road
transport, causing rail’s share of the transport market to decline continually over the
last 25  years. Rail has maintained a dominant role in the transport of bulk
commodities, such as coal, grain and iron ore, for which it is well suited.
The demand for rail transport — and consequently GTE services — is dependent on
demand and supply conditions in commodity markets, including coal, iron ore and
grain. For example, QR has increased revenue in each year over the reporting period
as the volume of coal transported rose.
Rail GTEs providing passenger transport services — QR, the SRA and the WAGRC
— have faced different trends in the demand for urban and regional passenger
services over the reporting period (see figure 10.3).RAILWAYS 243





























QR urban QR regional SRA urban
SRA regional WAGRC urban
Note QR urban refers to passenger trips on Queensland Rail’s Citytrain services. QR regional refers to
passenger trips on Traveltrain services. SRA urban refers to passenger journeys on the State Rail Authority’s
CityRail services. SRA regional refers to passenger journeys on CountryLink services. WAGRC urban refers
to railcar passenger kilometres on the Western Australian Government Railways Commission Urban
Passenger Service. Railcar passenger kilometres were not available for 2001-02.
Sources: QR (2002); SRA (2002); WAGRC (2002).
Charges for the SRA’s CityRail services are regulated by the NSW Independent
Pricing and Regulatory Tribunal (IPART). Charges for CountryLink services are
determined by the Minister for Transport after a recommendation from the SRA’s
Board. Charges for QR and WAGRC passenger services are determined by their
respective boards but are subject to the approval of the relevant Minister.
Rail access charges are typically set by negotiation between the track owners and
rail operators or under the relevant access regime. Disputes may be settled by
arbitration.1
                                           
1 In NSW, IPART may arbitrate access disputes. Access to the ARTC’s network may be
arbitrated by a nominated party or by the Australian Competition and Consumer Commission.
In Queensland, a nominated party may act as arbitrator or, if no agreement can be reached on





Reforms within the rail sector have been aimed at improving performance by
subjecting operators to stronger financial disciplines and greater competitive
pressures. The main processes undertaken to encourage these reforms have been the
vertical and horizontal separation of rail GTEs and the introduction of access
regimes to promote improved performance through increased competition in
operations.
The RIC is responsible for managing NSW rail infrastructure and for providing rail
operators access to the network.2 The access regime was established by the NSW
Government in 1996.
The ARTC manages parts of the interstate rail network, mainly in Victoria, SA and
WA. The ARTC has an undertaking with the Australian Competition and Consumer
Commission with respect to the terms and conditions by which it provides access to
the network.
In Queensland, the Network Access Unit — a division of QR — is responsible for
negotiating access with third-party operators and the development of network
access provisions. QR has put in place accounting arrangements to separately
identify network infrastructure and operating costs. These arrangements are
designed to treat third-party operators and internal business groups equally for the
purposes of access pricing. Queensland’s draft access undertaking was approved by
the Queensland Competition Authority in December 2001. However, the regime has
not yet been certified under the Trade Practices Act 1974.3
In WA, the Office of the Independent Rail Access Regulator was established during
2000 to oversee the implementation of a rail access regime under the Railways
(Access) Act 1998. The regime covers track controlled by the WAGRC and
WestNet Rail, a subsidiary of the Australian Railroad Group (ARG).4 Like the
Queensland access regime, the WA regime has not been certified.
                                           
2 The RIC was established on 1 January 2001 by a merger between the Rail Access Corporation
and Rail Services Australia.
3 Certification by the relevant Commonwealth Minister is not essential for rail access regimes to
operate effectively. Under National Competition Policy arrangements, a third party may apply
to the National Competition Council to declare a service. This initiates a process of negotiation
and, if required, compulsory arbitration in order to settle disputes between operators and track
managers. When a regime is certified by the relevant Commonwealth Minister it is protected
against declaration.
4 The sale of the WAGRC’s freight business on 18 December 2000 incorporated a 49 year lease
of track infrastructure to the privately-owned ARG.RAILWAYS 245
A feature of structural reform in some jurisdictions has been the separation and sale
to the private sector of rail freight operations. In NSW, the freight operations of the
SRA were transferred to the Freight Rail Corporation in 1996-97. The Freight Rail
Corporation was sold to the private sector together with the Commonwealth
Government owned NRC in January 2002. In WA, the freight operations of the
WAGRC were sold to the ARG in December 2000.
Structural reforms that change the scope of a GTE’s activities complicate the
assessment of performance over time. Changes to the asset base, liability structure
and revenue stream, together with any redundancy payments, that accompany such
reforms affect the financial ratios presented in the individual GTE performance
reports. Over the reporting period, financial reforms included capital restructuring,
the revaluation of assets, the identification and direct funding of community service
obligations (CSOs) and the development of dividend policies.
For example, the sale of the WAGRC’s freight operations in December  2000
accounted for almost all of the 65 per cent decline in the WAGRC’s revenue in
2001-02. As a result of the sale, it was no longer liable to make dividend payments
to the WA Government because the Treasurer determined that it no longer earned a
commercial return (WAGRC 2001).
10.3 Profitability
Profitability indicators provide information on how GTEs are using the assets
vested in them by shareholder governments to generate earnings.
In 2001-02, three rail GTEs reported a cost recovery ratio of less than 100 per cent.
This has been the case for the SRA over the entire reporting period, maintaining a
cost recovery ratio of around 73 per cent since 1997-98.
Profitability, in terms of return on assets, has been mixed (see figure  10.4).5
Queensland Rail has consistently earned returns around 6  per  cent over the
reporting period. The WAGRC achieved returns of between 9 and 12 per cent from
1997-98 to 1999-00. However, extraordinary losses relating to the sale of the freight
business resulted in the return on assets falling to -4.5 per cent in 2000-01 before
recovering to 4  per  cent in 2001-02. The SRA has recorded positive returns on
assets since 1998-99.
                                           
5 Asset revaluations may have a significant influence on the return on assets ratio because of
their impact on asset values and operating profit (through depreciation expense). The WAGRC




















Note Two GTEs were included for the first time in 2001-02. Return on assets is the ratio of earnings before
interest and tax (EBIT) to average total assets. EBIT is calculated by subtracting total expenses from total
revenue (includes abnormals) and adding back gross interest expense. Average total assets is the average of
the value of assets at the beginning and end of each financial year. Where an average was not available, the
value of total assets at the end of the financial year was used.
Source: Productivity Commission estimates.
Trends in the return on equity for each rail GTE have generally reflected trends in
the return on assets.
In some cases, the returns on assets and on equity reflect the impact of abnormal or
extraordinary items on operating profit. For example, the SRA improved its
profitability in 1998-99 due to a transfer of assets from the NSW Department of
Transport. By contrast, the WAGRC’s returns on assets and equity both fell in
2000-01 when extraordinary losses arising from the sale of its freight business were
incurred.
10.4 Financial management
Financial management indicators provide information about the capital structure of
a GTE and whether the costs of servicing debt and other liabilities can be met in a
timely manner.RAILWAYS 247
At the end of 2001-02, QR and the WAGRC were carrying debt levels equivalent to
around 50 to 65 per cent respectively of their total assets (see figure 10.5). These
GTEs maintained this position over most of the reporting period. The SRA, ARTC
and RIC had a debt to total assets ratio of below 10 per cent. One rail GTE, the
ARTC, operated debt free.

















Note Two GTEs were included for the first time in 2001-02. One GTE — the Australian Rail Track Corporation
— operated debt free in 2001-02. Debt is defined to include all repayable borrowings (interest bearing and
non-interest bearing), interest bearing non-repayable borrowings and finance leases. Average total assets is
the average of the value of assets at the beginning and end of each financial year. Where an average was not
available, the value of total assets at the end of the financial year was used.




The WAGRC consistently maintained a debt to total assets ratio of around
80 per cent from 1997-98 to 1999-00. In 2000-01, the WA Treasury utilised the net
proceeds of the sale of the WAGRC’s freight division to retire a significant
proportion of the WAGRC’s accumulated debt.
Over the reporting period, debt to total assets ratios for rail GTEs have not only
been influenced by the acquisition and retirement of debt, but also through changes
in the total value of assets. Asset revaluations can affect this ratio. For example,
QR’s $728 million nominal increase in debt since 1997-98 was partly matched by
asset revaluation increases, which added around $290 million to the value of assets.
Under sound financial management, profits will be sufficient to ensure interest
payments can be met. A high interest cover ratio indicates that the entity can sustain
a fall in profit or increased interest expense and still meet the cost of servicing debt.
In 2001-02, three of the four rail GTEs with debt reported positive interest cover
ratios. This suggests that they would have been able to meet their interest
commitments from operating profit. However, there does not generally appear to be
a significant margin to insulate these GTEs from increases in interest rates or falling
revenues.
The RIC’s interest cover was less than zero in 2001-02, indicating it may have to
fund interest expenses from sources other than current operating profits.
A current ratio of less than 100 per cent indicates that the short-term obligations of
the GTE may need to be met using sources of funds other than current assets.6 The
ability of rail GTEs to meet short-term liabilities has remained largely unchanged
over the reporting period. The current ratio for the sector overall decreased from
around 91 per cent in 1997-98 to 88 per cent in 2001-02. Four of the five GTEs
recorded a current ratio of less than 100 per cent in 2001-02.
                                           
6  Current assets comprise cash and other assets that would, in the ordinary course of operations,
be available for conversion into cash within 12 months after the end of the reporting period.RAILWAYS 249
10.5 Transactions with government
As a part of the reform process, governments have sought to give GTEs a greater
commercial focus and facilitate competitive neutrality by exposing them to factor
market disciplines and regulations similar to those faced by privately-owned
businesses.
Dividend payments from GTEs are a return on shareholder funds that imposes a
capital discipline and is consistent with competitive neutrality. In 2001-02, QR and
the ARTC were the only rail GTEs required to make dividend payments and they
paid around $176 million to owner governments. The WA Treasury exempted the
WAGRC from making dividend payments in 2000-01 following the sale of the
freight business.
All rail GTEs, except the SRA, are required to make income tax-equivalent
payments. The SRA has not been subject to a tax-equivalent regime over the
reporting period. The ARTC did not make tax-equivalent payments in 2001-02 due
to accumulated tax losses.
The level of income tax-equivalent payments has displayed more year-to-year
variability than the level of dividends over the reporting period (see figure 10.6).
The level of tax-equivalent payments was negative in 1999-00 due to adjustments
made to reflect changes in the company tax rate. The value of this adjustment,
which reduced future tax payable by around $55 million for GTEs in the rail sector,
was offset against the value of tax that applied to taxable income in 1999-00.
Governments also moved towards identifying, costing and explicitly funding CSOs
provided by rail GTEs. All of the monitored rail GTEs, except the ARTC, had
agreements to provide CSOs over the reporting period.
CSOs form a significant part of revenue for some GTEs. For example, CSO funding
received by the SRA accounted for 34 per cent of total revenue in 2001-02, relating







































Monitored over the entire period Monitored from 2001-02
Note Two rail GTEs — the Rail Infrastructure Corporation and the Australian Rail Track Corporation — were
included for the first time in 2001-02. The value of dividends and tax-equivalent payments prior to 2001-02
were converted to 2001-02 dollars using the implicit price deflator — Gross Fixed Capital Formation of Public
Corporations (see chapter 3).
Source: Productivity Commission estimates.RAILWAYS 251
10.6 GTE performance reports
State Rail Authority (NSW)
Rail Infrastructure Corporation (NSW)
Queensland Rail (Queensland)
Western Australian Government Railways Commission (WA)
Australian Rail Track Corporation (Commonwealth)252 FINANCIAL
PERFORMANCE
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STATE RAIL AUTHORITY OF NSW New South Wales
The State Rail Authority (SRA) operates under the Transport Administration Act
1988. It provides urban and regional passenger services through its CityRail and
CountryLink divisions. Its first full year of operation as a specialised passenger
service was 1996-97.
The Independent Pricing and Regulatory Tribunal determines the price structure and
level of CityRail passenger fares. The latest price determination came into force on
1  July  2001, increasing prices for CityRail services by a weighted average of
3.3 per cent. CountryLink fares are determined by the Minister for Transport after a
recommendation from the SRA board.
In 2001-02, in the lead up to the sale of FreightCorp, the NSW Government
transferred assets between FreightCorp and the SRA. The net transfer of assets to
the SRA was valued at $7.5 million. Capital expenditure was $176 million.
Total revenue increased by 6.5  per  cent in 2001-02, despite a fall in passenger
revenue of $15.5  million from reduced patronage. The increase in revenue was
largely due to higher community service obligation (CSO) funding relating to
revenue foregone from concession fares and for revenue shortfalls from certain train
services operated at the request of Government. Expenses rose by 7.3 per cent, more
than off-setting the growth in revenue and causing an overall decline in profitability.
The SRA changed its accounting treatment of deferred revenue in 2001-02. This
resulted in $41.2  million of unamortised gains on the sale and leaseback of
rollingstock being reclassified from equity to liabilities, affecting the total liabilities
to equity ratio.
Despite a steady level of borrowings in 2001-02, interest expenses declined by
16 per cent, reflecting a restructured debt profile and lower interest rates.
The SRA is not required to make dividend or tax-equivalent payments to the NSW
Government. CSO funding is provided for concession fares to specified classes of
passengers and to meet revenue shortfalls resulting from the provision of services
that are not commercially viable. In addition to these payments, the SRA obtains
operating subsidies and capital grants from the NSW Government. In 2001-02, the
SRA received $166.5 million in operating subsidies, primarily for maintenance, and
$396.4 million in capital grants.RAILWAYS 253
STATE RAIL AUTHORITY OF NSW (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01 2001-02c
Size
Total assets $m  4 528  5 450  5 356 5 362 5 412




$’000 -45 384  13 530  84 134 14 055 1 848
Operating sales margin % -1.8   1.8   6.0 1.6 0.7
Cost recovery %   72.0   69.1   78.8 73.6 73.0
Return on assets % -0.6   0.6   1.8 0.5 0.3
Return on equity % -1.3   0.4   2.0 0.3 0.0
Financial management
Debt to equity %   5.8   4.5   4.8 4.8 4.8
Debt to total assets %   4.2   3.8   3.7 3.7 3.6
Total liabilities to equity %   35.3   29.3   30.5 30.0 32.4
Interest cover times -1.3   1.7   7.1 1.9 1.1
Current ratio %   46.5   37.0   31.5 65.7 79.6
Leverage ratio %   135.3   129.3   130.5 130.0 132.4
Payments to and from government
Dividends $’000 0 0 0 0 0
Dividend to equity ratio % 0 0 0 0 0
Dividend payout ratio % 0 0 0 0 0
Income tax expense $’000 0 0 0 0 0
CSO funding $’000 495 525 483 650 478 900 593 116 634 083
a  Operating profit includes a $51.6  million contribution from abnormal revenues. Abnormal revenues
comprised a capital grant from the NSW Government for car parks, and bus and rail interchanges transferred
from the Department of Transport. b  Land was revalued upwards by $147  million and buildings by
$304 million. Net assets to the value of $564 million were transferred to the Rail Access Corporation. c The
return on equity was 0.04 per cent.254 FINANCIAL
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RAIL INFRASTRUCTURE CORPORATION New South Wales
The Rail Infrastructure Corporation (RIC) operates under the Transport
Administration Act 1988 and the State Owned Corporations Act 1989. It was
formed by merging the assets, rights and liabilities of two NSW Government owned
corporations — the Rail Access Corporation, which was responsible for rail
network management and access, and Rail Services Australia, which operated
principally as a maintenance contractor.
The RIC operates the NSW rail network on behalf of the State Government and
provides access to passenger and freight operators. Access is provided under the
NSW Rail Access Regime, which establishes floor and ceiling prices based upon
the RIC’s costs and the maximum allowable rate of return on assets.1 The
Independent Pricing and Regulatory Tribunal arbitrates disputes under the access
regime.
Access fees paid by rail service operators make up approximately 50 per cent of
RIC’s revenue. Other major sources of revenue in 2001-02, include community
service obligation (CSO) funding from the NSW Government and capital grants
from the Department of Transport, accounting for approximately 20 per cent and
15 per cent of revenue respectively.
For valuation purposes, the RIC has divided its assets into two categories ––
commercial and community service assets. Commercial assets, comprising the
Hunter Valley coal network, interstate freight lines and telecommunications assets,
are valued in accordance with the net present value of their future cash flows,
discounted by the RIC’s cost of capital.2 The community service infrastructure
assets are valued by assuming that future access fees and Government funding will
exactly meet the costs of the network. This results in zero future net cash flows and
a nil book value for these assets.
The RIC is required to make tax-equivalent and dividend payments to the NSW
Government. However, it has significant accumulated tax losses and is thus unlikely
to pay income tax in the foreseeable future. No dividend was paid in 2001-02.
On 1 January 2002, the RIC entered into a $1.6 billion CSO contract over five and a
half years with the Department of Transport, to underwrite the loss sustained in the
provision of its community service assets.
                                                     
1  The maximum real pre-tax return on assets used to establish ceiling prices was 8  per  cent
(IPART 1999).
2  This is the Recoverable Amounts Test, adopted by the RIC to value non-current assets.RAILWAYS 255
RAIL INFRASTRUCTURE CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m 1085





Operating sales margin % -2.2
Cost recovery % 94.0
Return on assets % -1.4
Return on equity % -3.1
Financial management
Debt to equity % 12.3
Debt to total assets % 7.4
Total liabilities to equity % 66.3
Interest cover times -3.1
Current ratio % 98.4
Leverage ratio % 166.3
Payments to and from government
Dividends $’000 0
Dividend to equity ratio % 0
Dividend payout ratio % 0
Income tax expense $’000 0
CSO funding $’000 246 625
a 2001-02 is the first year that the Rail Infrastructure Corporation was included in this report. It was
established on 1 January 2001 from a merger of the Rail Access Corporation and Rail Services Australia by




Queensland Rail (QR) is subject to the Transport Infrastructure Act 1994 and the
Government Owned Corporations Act 1993. QR provides freight services
throughout regional Queensland, and operates passenger rail services in the
Brisbane metropolitan area and between key regional centres.1 It also manages
Queensland’s rail infrastructure.
In December 2001, the Queensland Competition Authority approved QR’s Access
Undertaking. This binding agreement determines floor and ceiling prices, to be paid
by third-party operators and QR’s freight and passenger services, for access to rail
infrastructure. In accordance with the Undertaking, prices are determined by QR’s
network access unit, which operates separately from the company’s other business
units.
Over the reporting period, total assets increased with a major capital works
program. In July 2000, QR moved from the deprival value to the fair value method
of accounting for non-current assets.2 This led to a revaluation decrement of
$540 million in 2000-01, relating mainly to leased plant and equipment. In 2001-02,
a revaluation resulted in a $253 million increase in infrastructure asset values.
Increased coal and freight revenues and relatively stable expenditures have
underpinned a rise in pre-tax profit in each year since 1999-00.
The rise in debt to equity and debt to total assets ratios over the reporting period is a
consequence of QR increasing its level of debt from $2.9 billion in 1997-98, to
$3.8 billion in 2000-01, to fund its capital works program. In 2001-02, QR retired
$190  million of debt, reducing total debt levels to under $3.7  billion and
contributing to a rise in interest cover.
QR makes income tax-equivalent and dividend payments to the Queensland
Government. QR has community service obligation (CSO) contracts with the
Queensland Department of Transport for urban and intercity passenger services, low
volume freight services and infrastructure. QR also receives reimbursements from
various State Government departments for concessions provided to senior citizens,
pensioners and students. In 2001-02, CSO payments accounted for around
28 per cent of total revenue.
                                                     
1 QR is the sole government-owned rail freight operator in Australia, following the sale of the
Western Australian Government Railway Commission’s freight division in December 2000 and
the joint sale of the National Rail Corporation and FreightCorp in January 2002.
2  This was the first stage of a progressive revaluation to be completed by the end of 2002-03.RAILWAYS 257
QUEENSLAND RAIL (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00a 2000-01b 2001-02
Size
Total assets $m  7 031  7 609  7 796 7 354 7 650




$’000  304 609  167 886  176 817 185 531 252 373
Operating sales margin %   28.7   22.2   21.1 21.8 22.5
Cost recovery %   140.2   128.6   122.8 124.5 125.8
Return on assets %   8.1   5.8   5.7 6.0 6.5
Return on equity %   7.7   4.1   7.4 4.8 7.5
Financial management
Debt to equity %   116.5   126.9   159.9 174.8 142.1
Debt to total assets %   43.3   44.6   48.4 50.7 48.7
Total liabilities to equity %   180.3   195.6   234.6 234.5 197.3
Interest cover times   2.3   1.7   1.7 1.7 2.1
Current ratio %   106.7   134.0   87.1 117.3 86.9
Leverage ratio % 280.3 295.6 334.6 334.5 297.3
Payments to and from government
Dividends $’000 100 000 95 000 101 000 69 736 169 741
Dividend to equity ratio %   4.1   3.7   4.1 3.1 7.1
Dividend payout ratio %   53.4   91.1   55.8 63.5 95.0
Income tax expense $’000 117 301 63 656 -4 301 75 722 73 698
CSO funding $’000 541 568 533 417 670 826 637 269 605 395
a Future tax benefits and liabilities were adjusted, causing a negative income tax expense. This followed the
announcement by the Commonwealth Government of a reduction in the company tax rate from 36 per cent in
1999-00, to 34 per cent for 2000-01 and then to 30 per cent from 2001-02. A Cross-Border Lease transaction
resulting in assets being written-down by $232  million. A Cross-Border Lease involves the leasing of
equipment or assets between entities in different jurisdictions — that is, where the lessor is from overseas and
the lessee is in Australia. The lease is structured so that tax savings may be passed on from the overseas
lessor to the local lessee, thereby lowering leasing costs. b In 2000-01, further lease transactions from
previous years were written down by $376 million, contributing to a $540 million asset devaluation.258 FINANCIAL
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RAILWAYS COMMISSION
The Western Australian Government Railways Commission (WAGRC) is a rail
passenger transport provider and infrastructure manager which operates urban and
regional passenger services, including country bus services.1 Perth metropolitan rail
services are provided under contract to the Department for Planning and
Infrastructure. The WAGRC operates under the Government Railways Act 1904.
On 18  December  2000, the WAGRC’s freight business was sold to a private
consortium — the Australian Railroad Group (ARG). As part of the sale, ARG was
granted a 49 year lease of the freight rail infrastructure, assuming responsibility for
third-party access to the freight rail network under the Railways (Access) Act 1998.
The WAGRC retained control of the passenger rail network and manages the track
lease arrangements with ARG through its Network and Corridor Division.
The changes in performance indicators in 2000-01 can be primarily attributed to the
December 2000 sale of the freight business, which had accounted for over
60 per cent of total revenue in 1999-00. In 2001-02, revenue was 8 per cent lower.
However, expenses decreased by nearly 44 per cent, more than off-setting this fall
in revenue and contributing to a pre-tax operating profit.
The net proceeds of the sale of the freight business were used to retire a portion of
the WAGRC’s debt. This resulted in a 38 per cent decline in interest expenses in
2001-02.
From 1997-98 to 1999-00, the WAGRC was required to make dividend and
tax-equivalent payments. In 2000-01, the Treasurer determined that dividend
payments were no longer appropriate because it no longer earned a commercial
return. However, the WAGRC remains subject to a tax-equivalent regime.
The WAGRC receives funding for community service obligations (CSOs) relating
to the provision of country rail and coach services and pensioner concessions.
Payments increased in 2000-01 and 2001-02, to cover the costs of residual debt
servicing, transitional costs and network management brought about by the sale of
the freight division.
                                                     
1 Prior to December 2000, the WAGRC traded under the name Westrail and provided freight
transport services in addition to its passenger transport business.RAILWAYS 259
WESTERN AUSTRALIAN GOVERNMENT (continued)
RAILWAYS COMMISSION 
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01c 2001-02d
Size
Total assets $m  1 244  1 337  1 407  1 124  1 229




$’000  46 554  69 023  49 020 -122 000  6 323
Operating sales margin %   30.5   33.0   28.8 -27.2 23.8
Cost recovery %   114.3   90.9   105.4   66.0 56.8
Return on assets %   10.8   11.6   9.6 -4.5 4.0
Return on equity %   13.9   37.7   29.1 -129.0 38.0
Financial management
Debt to equity %   718.6   626.9   667.9  3 057.6   481.7
Debt to total assets %   81.7   79.9   80.2   59.0   64.3
Total liabilities to equity %   819.3   712.7   754.0  4 505.2   683.1
Interest cover times   1.6   1.9   1.6 -0.9   1.2
Current ratio %   34.9   28.5   39.3   45.9   65.3
Leverage ratio %   919.3   812.7   854.0  4 605.2   783.1
Payments to and from government
Dividends $’000 32 868 44 744 47 569 0 0
Dividend to equity ratio %   24.7   29.8   28.9   0 0
Dividend payout ratio %   177.6   79.1   99.4   0 0
Income tax expense $’000 28 043 12 437 1 180 0 -28 099
CSO funding $’000 19 711 19 547 21 116 35 743 41 768
a  Includes abnormal revenue of $48  million. b  Includes abnormal revenue relating to land rationalisation
($25.9 million) and asset contributions ($16.1 million). This was partly offset by abnormal expenses relating to
depreciation on a written-off asset ($7.2 million), freight rate adjustment ($0.9 million) and legal settlements
($0.5  million). Future tax benefits and liabilities were adjusted downwards by $1.7  million following the
announcement by the Commonwealth Government in 1999 of a reduction in the company tax rate from
36  per  cent in 1999-00, to 34  per  cent for 2000-01 and then to 30  per  cent from 2001-02.  c The
December 2000 sale of the freight division reduced the group’s assets, debt, revenues and expenditures. The
WAGRC incurred an extraordinary loss of $116 million in contract revenue due to the sale. Community service
obligation revenue includes funds to compensate for expenses brought about by the freight division sale. The
WA Treasury decided that the WAGRC would not be required to pay dividends from 2000-01 onwards.
d  Revenue includes payments for the intrastate track transferred under a 49  year operating lease to the
purchaser of the WAGRC’s freight business.260 FINANCIAL
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The Australian Rail Track Corporation Ltd (ARTC) was established on
28  February  1998 as part of the corporatisation of the former Commonwealth
owned Australian National Railways Commission (ANRC). It operates as an access
provider and infrastructure manager. The ARTC owns interstate track, principally in
SA and WA, and manages interstate track in Victoria under a long-term lease
arrangement.1 It is bound by the Corporations Act 2001.
In 2001-02, over 90 per cent of the ARTC’s revenue was derived from access fees.
Its major expense was infrastructure maintenance, which accounted for about
46 per cent of its total expenses.
Rail access prices are set by the ARTC board. Price guidelines are contained in the
Rail Access Undertaking, a binding agreement between the Australian Competition
and Consumer Commission (ACCC) and the ARTC.2 These guidelines specify
floor and ceiling access prices based on the ARTC’s costs and risk profile. On
1 January 2002, the ARTC increased access prices by approximately 2.2 per cent.
In addition to the ARTC’s capital investment programs, it is Trustee of the
Commonwealth Government’s Australian Rail Infrastructure Fund (ARIF). The
ARIF was established in 1998 to fund a four year $250 million national interstate
rail network investment program. Disbursements by the ARIF do not directly
appear in the ARTC’s financial statements.3
Division 58 of the Income Tax Assessment Act 1997 entitles ARTC to value its
assets for tax purposes at the pre-existing book value recorded in the accounts of its
precursor, the ANRC. This creates a permanent difference between taxable and
accounting income and generates significant tax losses. As a result, the ARTC did
not pay income tax in 2001-02. It is also required to make dividend payments. The
ARTC does not receive community service obligation funding.
                                                     
1  In June 2002, the ARTC submitted a proposal to assume a long-term lease of interstate track in
NSW, under a Heads of Agreement between the Commonwealth and the NSW governments.
2  The ARTC’s voluntary access undertaking was approved by the ACCC in May 2002. The
undertaking binds the ARTC for five years and establishes processes for determining rail
access terms and conditions, as well as pricing principles.
3 Projects funded by the ARIF are not recognised as revenue and are progressively recognised as
assets when the ARTC revalues rail infrastructure assets. The last revaluation was undertaken
in June 2000. In 2001-02, capital expenditure was $17.9 million. This included $14.1 million
relating to capital expenditure incurred by the ARTC and reimbursed by the ARIF.RAILWAYS 261
AUSTRALIAN RAIL TRACK CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m 251





Operating sales margin % 16.9
Cost recovery % 120.3
Return on assets % 6.9
Return on equity % 7.9
Financial management
Debt to equity % 0
Debt to total assets % 0
Total liabilities to equity % 14.8
Interest cover times n.r.
Current ratio % 187.2
Leverage ratio % 114.8
Payments to and from government
Dividends $’000 5 725
Dividend to equity ratio % 2.6
Dividend payout ratio % 33.3
Income tax expense $’000 0
CSO funding $’000 0
a 2001-02 is the first year that the Australian Rail Track Corporation was included in this report. It was
established on 28 February 1998. n.r. Not relevant.PORTS 263
11 Ports
The financial performance of 22  port government trading enterprises (GTEs) is
covered in this chapter. In 2001-02, these GTEs were responsible for assets valued
at over $4.5 billion and earned around $820 million in revenue.
These GTEs vary in size and the range of services they provide. The principal
activities undertaken include the provision and maintenance of port infrastructure
and, in some cases, port services such as mooring, stevedoring and pilotage. Several
port GTEs are also involved in airport operations.
Financial performance summaries, including performance indicators for each GTE,
are presented after this introduction. The performance indicators are consistent
across individual GTEs. However, when making comparisons, care should be taken
to consider differences in market environments and issues relating to the valuation
of assets.
For a discussion of the data and the performance indicators used and some of the
factors that should be considered when assessing performance, see chapter 3.
11.1 Monitored GTEs
The port GTEs monitored in this report do not all undertake the same activities,
although the management of port land and channels is one activity that all of the
monitored port GTEs share (see table 11.1). The nature of involvement (if at all) in
other port activities — such as, pilotage, stevedoring, towage and cold storage
facilities — varies across GTEs.Table 11.1 Activities — port GTEs, 2001-02
Port GTE Jurisdiction Activities
Port facilities management Pilotage Stevedoring Cold storage Airport operations
Newcastle Port Corporation NSW ✓✓ ✘✘ ✘
Port Kembla Port Corporation NSW ✓✓ ✘✘ ✘
Sydney Ports Corporation NSW ✓ ✓ a ✘✘ ✘
Melbourne Port Corporation Victoria ✓ ✘✘ ✘ ✘
Victorian Channels Authorityb Victoria ✘ ✘✘ ✘ ✘
Gladstone Port Authority Queensland ✓✓ ✓ ✘✘
Port of Brisbane Corporation Queensland ✓ ✘✘ ✘ ✘ c
Cairns Port Authority Queensland ✓ ✘✘ ✘ ✓
Townsville Port Authority Queensland ✓✓ ✘✘ ✘
Ports Corporation of Queensland Queensland ✓✓ ✘✘ ✘
Mackay Port Authority Queensland ✓ ✘✘ ✘ ✓
Fremantle Port Authority WA ✓ ✘✘ ✘ ✘
Bunbury Port Authority WA ✓✓ ✘✘ ✘
Port Hedland Port Authority WA ✓✓ ✘✘ ✘
Dampier Port Authority WA ✓ ✘✘ ✘ ✘
Geraldton Port Authority WA ✓✓ ✘✘ ✘
Albany Port Authority WA ✓✓ ✘ ✘ d ✘
Burnie Port Corporation Tasmania ✓✓ ✘ ✓ ✘ e
Hobart Ports Corporation Tasmania ✓✓ ✓ f ✓ ✘ c
Port of Devonport Corporation Tasmania ✓✓ ✘ ✓✓
Port of Launceston Pty Ltd Tasmania ✓✓ ✘✘ ✘
Darwin Port Corporation NT ✓✓ ✘✘ ✘
a In July 2002, the Sydney Ports Corporation gained Ministerial approval to establish a wholly-owned subsidiary to provide pilotage services. b The Victorian Channels
Authority’s main activity is the provision and maintenance of shipping channels.  c Investment only — Not direct operation.  d In July 2002, the Albany Port Authority
entered into a leasing arrangement with the private sector to operate the cold storage facility. e Burnie Port Corporation’s airport operations were sold in January 2002.
f Subsidiaries of the Hobart Ports Corporation provide stevedoring services in several SA ports and in Tasmania.PORTS 265
Several port GTEs also have interests in other areas of business, including airports.
For example, the Port of Brisbane Corporation (PBC) and the Hobart Ports
Corporation (HPC) have a substantial interest in major local airports.1 Regional port
GTEs — including the Cairns Port Authority, Mackay Port Authority, Burnie Port
Corporation and the Port of Devonport Corporation — also own and operate
airports.2
Any changes to the range of services should be taken into account when assessing
and comparing financial performance. The financial performance of some port
GTEs has been affected when activities provided by the GTE are franchised — the
issuing of exclusive or non-exclusive licences to operate or provide services within
the port, such as stevedoring, pilotage and towage.
The number of monitored port GTEs has changed over the reporting period (see
chapter 1). Among the monitored port GTEs, eight are included for the first time. In
2001-02, these eight GTEs had combined assets of around $1 billion and earned
revenue of over $180  million. They are mainly regional ports specialising in
handling a small number of bulk cargoes. For example, iron ore exports accounted
for around 79  per  cent the Dampier Port Authority’s throughput in 2001-02
(DPA 2002).
One GTE — the South Australian Ports Corporation — was not monitored in
2001-02 after being sold to the private sector in late 2001. In 2000-01, it controlled
assets valued at $92 million and earned revenue of around $43 million. Its financial
performance over the period 1996-97 to 2000-01 is covered in PC (2002a).
                                                     
1 In 2001-02, the BPC owned 38 per cent of the Brisbane Airport Corporation Limited and the
HPC owned 98 per cent of Hobart International Airport Pty Ltd. These airport investments are
not consolidated in either GTE’s financial accounts because neither have a controlling interest
in the airport in which they have an ownership interest. The HPC — despite its substantial
ownership interest — does not control its airport investment because a joint venture agreement
limits its capacity to make decisions over financial and operating policies.
2 The Burnie Port Corporation sold its airport to a joint venture between the Burnie City Council
and Australian Regional Airports Pty Ltd in January 2002. In 2000-01, the Burnie Port































Monitored over the entire period Monitored from 2001-02
Note An additional eight regional port GTEs (four in Queensland and four in WA) were monitored for the first
time in 2001-02. The value of sector assets prior to 2001-02 were converted to 2001-02 dollars using the
implicit price deflator — Gross Fixed Capital Formation for Public Corporations (see chapter 3).
Source: Productivity Commission estimates.
The size of the monitored port GTEs — in terms of the value of the assets
controlled and revenue — varies substantially (see figure  11.2). In 2001-02, the
smallest in terms of asset value was the Dampier Port Authority ($22 million) and
the largest was the PBC ($912 million).PORTS 267



















































Source: Productivity Commission estimates.
There are also differences between jurisdictions in the operating principles
established for port GTEs (see chapter 6). These differences include the emphasis
on commercial objectives by boards and governments — compared to the
importance of other objectives such as trade facilitation and regional development.
In most jurisdictions, port GTEs operate under a jurisdiction-specific, GTE-wide
corporatisation framework. In contrast, Tasmanian port GTEs are corporatised
under the Corporations Act 2001 (Cth). Differences between the corporatisation
frameworks are examined in chapters 4, 5 and 6.
11.2 Market environment
The financial performance of port GTEs is affected by changes in the level and
composition of trade throughput. Port reforms over the last decade have also
affected performance by changing the scope and nature of activities performed by





Trade throughput is susceptible to changes in both domestic and international
markets, particularly shifts in demand for key trade commodities. However,
changing market environments do not impact on all GTEs uniformly because of
differences in the composition and size of the markets served.
Ports GTEs with a diversified range of cargoes are less affected by market trends in
key commodities, but may have an exposure to changes in the level of overall
economic activity. For port GTEs where a single bulk commodity accounts for a
dominant share of total port throughput, changes in market conditions for that
commodity can directly affect the GTE’s financial performance.
Factors affecting trade can result in both positive and negative changes in the
quantity of key commodities moving through Australian ports (see figure 11.3). For
example, drought conditions in 2001-02 contributed to a 20 per cent decline in grain
exports from Queensland ports compared to the previous year (QT 2002).



























Wheat Woodchips Alumina Coal
Data source: ABS (2003c), International Merchandise Exports - Australia, ABS Cat. No. 5432.0, January.PORTS 269
Over the reporting period, some monitored port GTEs have experienced
extraordinary changes in the market environment specific to a particular port or
activity. Events of this nature usually have a significant effect on financial
performance and make comparisons with previous years difficult. For example:
•   the closure of BHP–Billiton steel making facilities in Newcastle in 1999-00; and
•   an increase in the frequency and capacity of services by a major customer of the
Burnie Port Corporation (Brambles Shipping) in 1998-99.
Generally, charges for port GTEs in selected capital cities have declined in real
terms over the last decade. For example, real charges for container vessels fell by
more than 50  per  cent in Sydney and Melbourne between 1990-91 and 2000-01
(PC 2002b). This fall in capital city port charges is also likely to be reflected at
some regional ports. For example, the Port Hedland Port Authority’s charges have
remained unchanged in nominal terms since 1987-88. In real terms, this equates to a
decline of around 33 per cent.3
Corporate reforms
Industry reforms within the ports sector over the last decade or so were aimed at
improving the efficiency and financial performance of GTEs by making them more
commercially focused. In general, the reforms were consistent with those
recommended in the 1993 Industry Commission report Port Authority Services and
Activities (IC 1993). Some of the major recommendations of the Industry
Commission’s report were:
•   ports should be constituted as statutory bodies, which are separate from the
departmental structure of government;
•   ports should be exposed to a tax-equivalent regime, be reimbursed for any
community service obligations (CSOs) and pay dividends from after-tax profits;
•   the adoption, where cost efficient, of a landlord model of operation;4 and
•   where the landlord model is adopted, governments should identify and divest
non-core activities and contract out, where cost effective, core activities.
The primary aim of these reforms was the establishment of clear objectives that
eliminate any conflicts arising out of the commercial and non-commercial activities
                                                     
3 This estimate is based on movements in the implicit price deflator — final consumption
expenditure (other government) (see chapter 3).
4  The landlord model is characterised by the port authority concentrating on the supply of core





of the GTE as well as replicating factor market disciplines. With reform,
competition in the provision of port services has increased, mainly through the
competitive tendering and franchising to private operators of activities such as
stevedoring, pilotage, mooring, general maintenance and ship cleaning.
Most restructuring and rationalisation occurred prior to the reporting period. For
example, three independent port corporations replaced the former Maritime
Services Board of NSW in 1995-96.5 In the same year, the Port of Melbourne
Authority was divided into three separate entities.6
During the reporting period, there were changes to the legislative framework
governing some port GTEs. In WA, separate legislation covering several individual
port authorities was repealed and replaced by the Port Authorities Act 1999. This
provided for the commercialisation of port authorities and included provisions
relating to the establishment of a board of directors, financial arrangements and
dividend payments.
In the NT, the Darwin Port Authority Act 1983 was replaced by the Darwin Port
Corporation Act 1999. Included in the new Act were provisions relating to the
establishment of a commercial charter, a board of directors and ministerial
directions.
Port charges
A number of reforms have led to improved pricing and allocative mechanisms over
the reporting period. Consumption-based charging has been progressively
introduced, resulting in port users incurring charges that relate to their individual
service requirements, rather than the value of their cargo (PC 2002b).
In most jurisdictions, port charges are determined by the board of each GTE, but are
subject to the approval of the relevant minister. However, the port charges of the
Melbourne Port Corporation and the Victorian Channels Authority are regulated by
the Essential Services Commission.7
                                                     
5  Newcastle Port Corporation, Port Kembla Port Corporation and Sydney Port Corporation were
established.
6  Two of these entities — the Melbourne Port Corporation and the Victorian Channels Authority
— are included in this report.
7 Formerly the Office of the Regulator-General.PORTS 271
11.3 Profitability
Profitability indicators provide information on how GTEs are using the assets
vested in them by shareholder governments to generate earnings.
Port GTEs experienced substantial variation in their profitability over the reporting
period. Some of this variation can largely be explained by restructuring related to
the reform process.8 For example, expenses and revenue related to restructuring —
asset consolidation and disposal, superannuation adjustments and asset revaluations
— added $41  million to the overall revenue of port GTEs and $96  million to
expenses in 1999-00.
Over the reporting period, all port GTEs recovered over 100 per cent of operating
expenses. The cost recovery ratio for the sector as a whole remained around
165 per cent until 2000-01, despite a general reduction in port charges (PC 2002b).
However, in 2001-02, the average cost recovery ratio declined to around
130 per cent. This partly reflects the inclusion of the eight additional port GTEs,
which as a group had an overall cost recovery ratio of around 110 per cent.
The return on assets for the sector as a whole has been around 6 per cent since
1999-00. In 1998-99, the average return of 2.5 per cent reflected the impact of a
number of significant downward asset revaluations. Returns by some of the
monitored port GTEs displayed a relatively high level of variability over the
reporting period, whilst others reported more stable returns (see figure 11.4).
                                                     
8 Items that a GTE’s management considered ‘abnormal’ — by reason of their size and effect on
financial performance — were disclosed separately under accounting standards that applied
until 2000-01. In 1998-99 and 1999-00, most abnormal items disclosed by GTEs appeared to be





















Note The figure includes eight GTEs (4 from Queensland and 4 from WA) that were included for the first time
in 2001-02. Return on assets is the ratio of earnings before interest and tax (EBIT) to average total assets.
EBIT is calculated by subtracting total expenses from total revenue (includes abnormals) and adding back
gross interest expense. Average total assets is the average of the value of assets at the beginning and end of
each financial year. Where an average was not available, the value of total assets at the end of the financial
year was used.
Downward asset revaluations have contributed to negative returns on assets in each
year that a port GTE recorded an operating loss.9 For example, downward asset
revaluations at the Burnie Port Corporation resulted in negative return on assets in
1997-98, 1999-00 and 2000-01. The lowest return on assets over the reporting
period occurred in 2001-02 for the Darwin Port Corporation, where assets were
revalued downward by $35 million.
Significant upward revaluations have also occurred. For example, the Sydney Ports
Corporation’s assets were revalued upward by 67 per cent in 1997-98. The largest
increase in asset value occurred in 1999-00, when the value of the Victorian
Channels Authority’s assets increased by 175 per cent due to channels ($78 million)
being recognised as assets.
                                                     
9 Downward asset revaluations tend to improve profitability in future years because depreciation
expenses will generally fall in line with the reduction in asset values. However, profitability is
reduced by downward asset revaluations, because the reduction is recognised as an expense
against revenue earned in that year.PORTS 273
In 2001-02, there was no clear difference between the return on assets by capital
city ports and regional ports, with both groups reporting a return of around
4.5 per cent. This was below the risk free rate of return for 10-year Commonwealth
Government bonds of 6  per  cent (RBA  2003). However, overall returns were
affected by the Darwin Port Corporation’s relatively large operating loss, which
reduced capital city port GTEs’ return on assets by around 1.3 percentage points.
The return on equity — the ratio of a GTE’s earnings to capital provided by the
shareholder government — closely followed the trend in return on assets. The
Office of the Regulator-General (now the Essential Services Commission) proposed
a benchmark return on equity of 7.3 per cent for the Melbourne Port Corporation
and 6.7 per cent for the Victorian Channels Authority (ORG 2000). In 2001-02,
only three port GTEs out of 22 had a return on equity ratio of above 7 per cent
compared to five out of 15 in 1997-98.
11.4 Financial management
Financial management indicators provide information about the capital structure of
GTEs and their ability to meet the cost of servicing debt and other liabilities as they
fall due.
Over the reporting period there was considerable diversity in port GTEs’ capital
structure (see figure 11.5). In 2001-02, five port GTEs operated debt free.
The debt to total asset ratios for port GTEs have not only been influenced by the
acquisition and retirement of debt, but also through changes in the total value of
port assets. Asset revaluations in particular have a large impact on this ratio. For
example, the Darwin Port Corporation’s debt to total assets ratio increased from
47 per cent in 1997-98 to 57 per cent in 2001-02, despite borrowings declining by
42 per cent in nominal terms. The rise in the debt to total assets ratio was mostly
due to downward asset revaluations of around $100 million made between 1999-00
and 2001-02.
A decline in the debt position of some GTEs was achieved through the retirement of
debt. For example, the Burnie Port Corporation reduced nominal debt levels by
42 per cent over the reporting period, contributing to the fall in the debt to total
assets from 53 per cent in 1997-98 to 33 per cent in 2001-02.
In 2001-02, interest cover — which measures the capacity of the GTE to meet
periodic interest payments out of current earnings — for the sector was 2.7 times.
This was lower than the previous year (3.8), and lower than the average at the




Changes in interest cover from year-to-year for some GTEs was related to
restructuring. For example, Port Kembla Port Corporation’s interest cover declined
from 5.5 times in 1997-98 to -6.4 in 1998-99 without any change in debt, when an
expense of $42 million resulting from a downward asset revaluation was incurred.
The ability of port GTEs to meet short-term liabilities from short-term assets varied
over the reporting period, with the current ratio for the sector overall falling from
134  per  cent in 1997-98 to 99  per  cent in 2000-01. The average for the sector
recovered to around 137 per cent in 2001-02. However, six GTEs recorded a current
ratio of less than 100  per  cent in 2001-02. This indicates that the short-term
obligations of these GTEs may need to be met using sources of funds other than
current assets.10















Note The figure includes eight GTEs (4 in Queensland and 4 in WA) that were included for the first time in
2001-02. Five port GTEs did not have any debt in 2001-02. Debt is defined to include all repayable borrowings
(interest bearing and non-interest bearing), interest bearing non-repayable borrowings and finance leases.
Average total assets is the average of the value of assets at the beginning and end of each financial year.
Where an average was not available, the value of total assets at the end of the financial year was used.
                                                     
10  Current assets comprise cash and other assets that would, in the ordinary course of operations,
be available for conversion into cash within 12 months after the end of the reporting period.PORTS 275
11.5 Transactions with government
As a part of the reform process, governments have sought to give GTEs a greater
commercial focus and facilitate competitive neutrality by exposing them to factor
market disciplines and regulations similar to those faced by private sector
businesses. For a more detailed discussion of competitive neutrality principles,
see chapter 3.
Owner governments generally require their GTEs to make tax-equivalent and
dividend payments along with debt guarantee fees. The introduction of these
measures resulted in an increase in payments to governments.
The dividend required to be paid by each GTE depends on the dividend policy of its
State or Territory government (see PC 2001). In 2001-02, six of the port GTEs had
dividend payout ratios above 50 per cent. Nine port GTEs did not pay, or propose to
pay, a dividend for 2001-02.
The level of income tax-equivalent and dividend payments varies from year-to-year
(see figure  11.6). In 2001-02, port GTEs made around $160  million in income
tax-equivalent and dividend payments to owner governments. The Queensland and
NSW governments were the major beneficiaries, receiving 52  per  cent and
25 per cent of the total payments respectively.
Under agreed reforms, port GTEs required to undertake non-commercial activities
should receive CSO payments from shareholder governments equivalent to their net
cost.
Two port GTEs received CSO payments during the reporting period. Port Kembla
Port Corporation has received payments since 1999-00 and the Darwin Port
Corporation received CSO payments over the entire reporting period.
In 2001-02, Port Kembla Port Corporation received CSO funding of $9.3 million.
The payment was provided as compensation for the shortfall in income generated
by the NSW Rental Relief Scheme for the Port Kembla Coal Terminal. The Darwin
Port Corporation received $4.9 million for costs associated with the operation and
management of the Stokes Hill wharf and precinct, the fishing harbour mooring



























































Monitored over the entire period Monitored from 2001-02
Note The figure includes eight GTEs (four in Queensland and four in WA)  that were included for the first time
in 2001-02. The value of dividends and tax-equivalent payments prior to 2001-02 were converted to 2001-02
dollars using the implicit price deflator — Gross Fixed Capital Formation for Public Corporations (see
chapter 3).PORTS 277
11.6 GTE performance reports
Newcastle Port Corporation (NSW)
Port Kembla Port Corporation (NSW)
Sydney Ports Corporation (NSW)
Melbourne Port Corporation (Victoria)
Victorian Channels Authority (Victoria)
Gladstone Port Authority (Queensland)
Port of Brisbane Corporation (Queensland)
Cairns Port Authority (Queensland)
Ports Corporation of Queensland (Queensland)
Mackay Port Authority (Queensland)
Townsville Port Authority (Queensland)
Fremantle Port Authority (WA)
Bunbury Port Authority (WA)
Port Hedland Port Authority (WA)
Albany Port Authority (WA)
Dampier Port Authority (WA)
Geraldton Port Authority (WA)
Burnie Port Corporation (Tasmania)
Hobart Ports Corporation (Tasmania)
Port of Devonport Corporation (Tasmania)
Port of Launceston Pty Ltd (Tasmania)
Darwin Port Corporation (NT)278 FINANCIAL
PERFORMANCE
MONITORING
NEWCASTLE PORT CORPORATION New South Wales
Newcastle Port Corporation (NPC) operates under the State Owned Corporations
Act 1989 and the Ports Corporatisation and Waterways Management Act 1995. The
NPC has responsibility for the management of port facilities and provides pilotage
services.
Charges for most port services are set by the NPC’s board and are subject to
approval by the Minister for Transport.1 Newcastle is Australia’s largest port by
tonnage, with a total throughput of 72  million mass tonnes in 2001-02. Coal
accounts for around 80 per cent of port throughput.
A 2  per  cent increase in trade throughput contributed to a 2.6  per  cent rise in
revenue in 2001-02. Pre-tax operating profit also increased as a result of a 5 per cent
decline in expenses. Expenses included a $1.7  million outlay to adjust prepaid
superannuation assets following a review of actuarial assumptions.
In 2001-02, a decline in superannuation assets more than offset capital expenditure
of $1.1 million. Capital expenditure has largely been funded from retained earnings
over the reporting period, with the NPC’s nominal debt remaining relatively
unchanged since 1997-98.
The NPC is required to make both tax-equivalent and dividend payments. The
reporting of a negative tax-equivalent payment in 2000-01 reflects the write-back of
an adjustment to superannuation payments.
                                             
1 Under the Ports Corporatisation and Waterways Management Act 1995, charges for
navigation, pilotage, site occupation and wharfage are set by the board subject to approval by
the Minister (ss. 51, 54, 62). Port cargo access charges are set by the Minister (s. 57) and
berthing charges are set by the board (s. 66).PORTS 279
NEWCASTLE PORT CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02
Size
Total assets $m   115   132 144   141   138




$’000  18 088  12 881 16 774  6 737  9 251
Operating sales margin %   42.8   36.8 49.4   23.1   29.0
Cost recovery %   157.3   158.2 177.4 130.1   140.8
Return on assets %   17.9   12.3 14.0   6.6   8.3
Return on equity %   17.3   10.8 14.1   8.2   5.9
Financial management
Debt to equity %   45.4   36.3 35.6   34.9   28.9
Debt to total assets %   26.3   24.6 22.3   21.5   22.0
Total liabilities to equity %   71.3   58.0 67.2   60.5   30.5
Interest cover times   8.1   6.8 7.7   3.6   4.9
Current ratio %   70.8   72.9 82.2   94.8   117.6
Leverage ratio % 171.3 158.0 167.2   160.5   130.5
Payments to and from government
Dividends $’000 10 000 9 000 9 000 9 000 9 000
Dividend to equity ratio %   15.1   12.0 10.6   9.5   9.3
Dividend payout ratio %   87.5   111.3 75.3   116.0   156.3
Income tax expense $’000 6 658 4 796 4 827 -1 023 3 494
CSO funding $’000 0 0 0 0 0
a Includes abnormal revenue of $4.7 million from interest earned on superannuation reserves. b A revaluation
of property, plant and equipment was brought to account as at 30 June 1999. This resulted in an increase in
the value of total assets and a consequent fall in the return on assets and return on equity ratios. c Includes
abnormal revenue of $4.1  million relating to superannuation interest earnings and a reduction in member
liability. A restatement of deferred tax balances following a change in the future company tax rate resulted in a
decline in income tax payments of $1.4 million. d Includes an expense of $3.6 million relating to an adjustment
to superannuation payments. An asset revaluation resulted in a $2.5 million increase in the value of plant and




PORT KEMBLA PORT CORPORATION New South Wales
Port Kembla Port Corporation (PKPC) operates under the State Owned
Corporations Act 1989 and the Ports Corporatisation and Waterways Management
Act 1995. The PKPC manages the port of Port Kembla and provides pilotage
services, and berths and equipment for private sector lease or common use.
Charges for most port services are set by the PKPC board and are subject to the
approval of the Minister for Transport.1 In 2001-02, the major cargoes moving
through the port were coal, iron ore and steel products.
Pre-tax operating profit declined in 2001-02 due to a 6  per  cent fall in port
throughput and higher expenses. Expenses included a $2.8  million downward
revaluation and an $853 000 increase to superannuation expenses.
Debt levels declined by 9 per cent in 2001-02 after remaining stable over most of
the reporting period. Capital expenditure was $1 million. Increases in the debt to
equity and total liabilities to equity ratios in 1998-99 are related to downward asset
revaluation of $42 million after a recoverable amounts test.2
The PKPC is required to make both income tax-equivalent and dividend payments.
Income tax expense was reported as a negative amount in 1999-00, largely due to a
reduction in tax liability of $9 million following the asset revaluation in 1998-99.
In 2001-02, the PKPC received $9.3 million in community service obligation (CSO)
funding. CSO funding addresses the difference between the actual amount of
income received by the PKPC under the NSW Government Rental Relief Scheme
for the Port Kembla Coal Terminal and what would have been payable under the
original lease scheme.3
                                             
1 Under the Ports Corporatisation and Waterways Management Act 1995, charges for
navigation, pilotage, site occupation and wharfage are set by the board subject to approval by
the Minister (ss. 51, 54, 62). Port cargo access charges are set by the Minister (s. 57) and
berthing charges are set by the board (s. 66).
2 A recoverable amounts test is undertaken under accounting standards to ensure that the carrying
value of non-current assets does not exceed their recoverable amount — the net amount that is
expected to be recovered through the cash inflows and outflows arising from its continued use
and subsequent disposal (AASB 1010).
3 Prior to 1999-00, the PKPC provided rental relief to the lessee of the Port Kembla Coal
Terminal but did not receive funding from the NSW Government.PORTS 281
PORT KEMBLA PORT CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01c 2001-02d
Size
Total assets $m   182   134 135   139   127




$’000  20 908 -34 633 8 302  10 588  7 226
Operating sales margin %   64.5 -115.7 40.6   45.4   39.0
Cost recovery %   285.0   172.5 201.4   183.2   164.0
Return on assets %   13.9 -18.9 9.8   11.3   8.8
Return on equity %   13.3 -49.1 23.7   11.3   7.0
Financial management
Debt to equity %   59.4   110.1 100.2   90.1   91.1
Debt to total assets %   32.1   37.4 44.1   43.4   40.7
Total liabilities to equity %   82.8   149.2 127.8   110.4   114.5
Interest cover times   5.5 -6.4 2.7   3.2   2.6
Current ratio %   97.9   51.4 91.9   137.4   193.1
Leverage ratio % 182.8 249.2 227.8   210.4   214.5
Payments to and from government
Dividends $’000 13 599 9 482 7 988 8 200 3 928
Dividend to equity ratio %   13.6   12.4 14.2   13.1   6.3
Dividend payout ratio %   102.4 -25.2 59.7   116.0   90.0
Income tax expense $’000 7 622 2 995 -5 077 3 516 2 862
CSO funding $’000 0 0 4 490 8 784 9 251
a  In June  1999, Port Kembla Port Corporation undertook a recoverable amounts test that resulted in a
$42  million downward asset revaluation. b  Includes an abnormal expense of $4.1  million relating to asset
transfers and abnormal revenue of $2.2 million as a result of a reassessment of superannuation liabilities.
c Includes a $700  000 adjustment to superannuation payments and a $700  000 expense relating to
redundancy provisions. Income tax expense is reported as a negative amount largely due to a reduction in tax
liability of $9 million following the recoverable amounts test undertaken in 1998-99.  d Includes $500 000 in
revenue related to a redundancy provision write-back and a $900  000 adjustment to superannuation
payments. A recoverable amounts test resulted in an expense and downward asset revaluation of $2.8 million.282 FINANCIAL
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SYDNEY PORTS CORPORATION New South Wales
Sydney Ports Corporation (SPC) operates under the State Owned Corporations Act
1989 and the Ports Corporatisation and Waterways Management Act 1995. The
SPC manages the commercial ports of Sydney Harbour and Botany Bay, and leases
land to private stevedores. In 2001-02, pilotage services were carried out by private
operators.1
Charges for most port services are set by the SPC board and are subject to the
approval of the Minister for Transport.2 The SPC handles around 21 per cent of
Australia’s total trade by value, with container throughput of around 1  billion
twenty-foot equivalent units in 2001-02. The major cargoes moving through Sydney
Harbour and Botany Bay included oil, motor vehicles and paper. Sydney Harbour
was also visited by 59 cruise ships.
The SPC’s revenue and profitability declined in 2001-02, despite an overall increase
in throughput. A 3 per cent increase in expenses was partly related to a $6.5 million
payment arising from a revised assessment of future superannuation liabilities and
negative earnings from the superannuation fund.
Capital expenditure of around $48 million in 2001-02 was around 56 per cent higher
than the previous year and was related to the purchase of additional land. This was
partly funded by a $16 million increase in borrowings, resulting in an increase in
debt to equity, debt to total assets and the total liabilities to equity ratios.
The SPC is required to make both tax-equivalent and dividend payments to the
NSW Government.
                                             
1 In July 2002, the SPC gained Ministerial approval to establish a wholly-owned subsidiary,
Sydney Pilot Service Pty Ltd, to provide pilot services in the ports.
2 Under the Ports Corporatisation and Waterways Management Act 1995, charges for
navigation, pilotage, site occupation and wharfage are set by the board subject to approval by
the Minister (ss. 51, 54, 62). Port cargo access charges are set by the Minister (s. 57) and
berthing charges are set by the board (s. 66).PORTS 283
SYDNEY PORTS CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02
Size
Total assets $m   524   544 581   576   606




$’000  40 858  49 469 45 059  33 044  28 825
Operating sales margin %   52.8   55.2 52.2   41.0   38.2
Cost recovery %   211.8   208.4 222.6 169.4   161.9
Return on assets %   12.5   11.5 10.2   7.9   7.0
Return on equity %   10.5   9.3 7.1   6.5   4.3
Financial management
Debt to equity %   44.4   42.1 40.9   39.7   42.9
Debt to total assets %   35.0   28.2 27.0   26.4   28.5
Total liabilities to equity %   54.5   52.0 56.6   49.8   54.0
Interest cover %   4.2   5.2 4.6   3.6   3.3
Current ratio %   185.9   99.5 124.7   95.8   51.0
Leverage ratio % 154.5 152.0 156.6   149.8   154.0
Payments to and from government
Dividends $’000 12 749 13 639 13 030 10 994 8 540
Dividend to equity ratio %   5.2   3.9 3.6   2.9   2.2
Dividend payout ratio %   50.0   42.2 50.0   44.8   50.9
Income tax expense $’000 15 359 17 177 19 001 8 478 12 049
CSO funding $’000 0 0 0 0 0284 FINANCIAL
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MELBOURNE PORT CORPORATION Victoria
Melbourne Port Corporation (MPC) commenced operations on 1 March 1996 under
the Ports Services Act 1995. Under the Act, the MPC is required to manage the land
within the Melbourne port area in a manner that is economically efficient and that
encourages competition among port service providers. The MPC is also responsible
for co-ordinating future developments and ensuring the availability of land and
infrastructure to port service providers.
The MPC handles around 25  per  cent of Australia’s total trade by value, with
container throughput of around 1 billion twenty-foot equivalent units in 2001-02.
Major non-containerised cargoes included grain and motor vehicles.
Charges for prescribed services, including the provision of berths and cargo
marshalling facilities, are subject to regulation by the Essential Services
Commission (previously the Office of the Regulator-General (ORG)). In June 2000,
the ORG determined that charges should be reduced by an average of 5.2 per cent
per annum in real terms over the period 2000-01 to 2004-05. The MPC estimated
that reductions in charges in 2001-02 led to foregone revenue of $2.6 million in that
year.
Trade growth in 2001-02 resulted in revenue remaining stable, despite the reduction
in charges. The decline in profitability was attributed to an 8 per cent increase in
expenses, mainly relating to a rise in land tax expenses and higher payments to
contractors and employees.
A land revaluation in 2001-02 resulted in the MPC’s asset values increasing by
$60 million. Assets also increased with capital expenditure of $37 million.
Capital expenditure over the reporting period was largely funded from retained
earnings, permitting the level of debt to fall in each year. As a result, the debt to
equity and debt to total assets ratios have steadily declined.
The MPC is required to make both tax-equivalent and dividend payments to the
Victorian Government. Dividends, the dividend to equity ratio and the dividend
payout ratio all declined in 2000-01, only due to a change in accounting policy
relating to the recognition of dividends.1
                                             
1 The change in accounting policy resulted in a provision for a dividend not being recognised
until a determination by the Victorian Treasurer. In previous years, the MPC recognised the
final dividend payment as a provision prior to the Treasurer’s determination.PORTS 285
MELBOURNE PORT CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01c 2001-02d
Size
Total assets $m   533   513 568   596   670




$’000  37 272  46 496 30 002  34 226  31 089
Operating sales margin %   59.8   65.8 49.2   49.0   43.7
Cost recovery %   248.5   291.8 209.9   196.0   177.7
Return on assets %   9.6   10.5 6.9   7.0   5.8
Return on equity %   6.6   8.2 4.1   4.5   4.0
Financial management
Debt to equity %   25.7   26.1 17.7   14.0   12.1
Debt to total assets %   20.2   19.1 15.0   12.0   10.9
Total liabilities to equity %   33.1   33.7 24.7   19.5   17.5
Interest cover times   4.2   6.4 5.1   6.4   6.8
Current ratio %   153.7   85.2 40.8     160.1   90.9
Leverage ratio % 133.1 133.7 124.7   119.5   117.5
Payments to and from government
Dividends $’000 7 987 34 074 8 644 4 800 10 350
Dividend to equity ratio %   2.2   8.7 2.1   1.0   1.9
Dividend payout ratio %   32.9   105.6 50.0   22.1   48.1
Income tax expense $’000 13 012 14 224 12 713 12 512 9 567
CSO funding $’000 0 0 0 0 0
a Total assets fell as a result of a dividend payout from cash reserves and the transfer of Station Pier to the
Department of Infrastructure. Dividends included a special dividend of $26 million. b An abnormal expense of
$2.3 million was incurred, resulting from the write-off of assets.  c Total assets increased by $26 million as a
result of a revaluation of buildings, improvements and land. Does not include a provision for a final dividend as
a result of a change in accounting policy. d Includes an asset revaluation increment of $60 million relating to
land. Includes a final dividend of $4.5 million relating to 2000-01 and an interim dividend of $5.9 million relating
to 2001-02. Does not include the board’s estimated final dividend of $4.9 million for 2001-02.286 FINANCIAL
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VICTORIAN CHANNELS AUTHORITY Victoria
The Victorian Channels Authority (VCA) is a statutory authority established under
the Port Services Act 1995 with the objective to manage channels and port waters
for use on a fair, reasonable and commercial basis. The VCA commenced
operations on 1 March 1996. It is responsible for the safe navigation of shipping in
Port Phillip and for the provision and maintenance of navigational aids and
commercial navigation channels. The VCA is also required to co-ordinate pollution
control and emergency response.
The VCA is subject to regulation by the Essential Services Commission in the form
of an average revenue cap.1 The presence of a revenue cap required the VCA to
reduce expenses to maintain or improve profitability. The gradual decline in the cost
recovery ratio over the reporting period, with the exception of 2000-01, suggests
that expenses have not been reduced to the extent needed to maintain profitability.
In 2001-02, growth in the number of ships using Port Phillip and a 3.5 per cent rise
in the VCA’s nominal unit charges contributed to an increase in revenue of
6.8  per  cent. However, higher expenses associated with maintenance dredging
resulted in a fall in pre-tax operating profit.
The rise in total assets during 1999-00 was the result of the inclusion in financial
reporting of the value of channels transferred to the VCA from predecessor bodies
($78 million).2 The inclusion of these transferred assets has resulted in a $2 million
increase in depreciation expense in 2000-01.
The VCA has not carried any debt over the reporting period. As a result, the debt to
equity and debt to total assets ratios are zero.
The VCA is required to make tax-equivalent payments under the State Owned
Enterprises Act 1992. In 2001-02, no payments were made due to over provision in
previous years. In addition, the VCA is required to pay dividends to the Victorian
Government, as determined by the Treasurer. No dividend was paid in 2001-02.
                                             
1 A pricing order covering the period 1997-98 to 1999-00 required the VCA to reduce the
standard channel fees by 12  per  cent annually in real terms. In December  1999, a price
determination by the Office of the Regulator-General (now the Essential Services Commission)
for the period 2000-01 to 2004-05 required the VCA to reduce annual average charges by
2.1 per cent in real terms.
2  Channels transferred from the former Port of Melbourne Authority and the Port of Geelong
Authority were recorded for the first time from 1 July 1999. The values are based on those
previously held in the accounts of these authorities.PORTS 287
VICTORIAN CHANNELS AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02e
Size
Total assets $m   51   61 138   158   155




$’000  8 514  10 542 3 466  3 789   837
Operating sales margin %   40.1   41.8 15.9   16.1   1.8
Cost recovery %   166.8   148.0 118.9   119.2   101.8
Return on assets %   26.1   18.7 3.5   2.6   0.5
Return on equity %   4.1   8.2 1.0   0.3   2.8
Financial management
Debt to equity %   0   0 0 0 0
Debt to total assets %   0   0 0 0 0
Total liabilities to equity %   21.6   57.2 11.0 8.5   3.7
Interest cover times n.r. n.r. n.r. n.r. n.r.
Current ratio %   219.8   174.6 244.9 175.4   668.7
Leverage ratio % 121.6 157.2 111.0 108.5   103.7
Payments to and from government
Dividends $’000 3 130 3 271 1 000 0 0
Dividend to equity ratio %   12.1   8.1 1.2 0 0
Dividend payout ratio %   291.7   98.6 122.5 0 0
Income tax expense $’000 7 441 7 225 2 650 3 410 -3 349
CSO funding $’000 0 0 0 0 0
a  Assets rose largely as a result of the conversion of the total costs to capital associated with the Geelong
channel improvement program. b  Non-current assets increased from additional costs associated with the
dredging of the Port of Geelong ($4.3 million) and work in progress ($5.4 million). A change in accounting
policy relating to provisions for channel dredging resulted in a $3.4 million provision in 1997-98 being added
back as abnormal revenue in 1998-99.  c Includes the value of channels transferred to the Victorian Channels
Authority from predecessor bodies ($78 million).  d Includes expenses relating to channel deepening studies
($0.6) million and legal action ($0.2 million). Asset revaluations resulted in an increase in the value of assets
of $13 million, most of which related to channel assets ($11 million).    e The negative income tax expense
reflects an over-provision of $3.5 million for income tax expenses in previous years. n.r. Not relevant.288 FINANCIAL
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GLADSTONE PORT AUTHORITY Queensland
The Gladstone Port Authority (GPA) operates under the Government Owned
Corporations Act 1993 and the Transport Infrastructure Act 1994. The GPA is
responsible for the provision of infrastructure for bulk operations as well as pilotage
and stevedoring activities.
Charges for the GPA’s port services are set by the board subject to Ministerial
approval. In 2001-02, coal exports accounted for around 70  per  cent of port
throughput. Other major cargoes included alumina and cement.
Total revenue increased by around 10 per cent in 2001-02, the result of trade growth
and increased cargo handling charges. Despite this increase, pre-tax operating profit
was similar to the previous year due to higher expenses, including a rise in interest
payments.
The GPA’s assets were written down by $139  million in 1998-99 following a
recoverable amounts test.1 The $51  million nominal increase in assets since
1998-99 includes a revaluation increment of $16  million in 2000-01 relating to
channels and plant assets.
In 2001-02, debt ratios increased as a result of additional borrowings of $94 million.
This offset a $90  million return of capital to the Queensland Government and
capital expenditure of $46 million. The interest cover ratio does not include around
$7 million of debt because it does not incur interest.2
The GPA is required to make both tax-equivalent and dividend payments to the
Queensland Government.
                                             
1 A recoverable amounts test is undertaken under accounting standards to ensure that the carrying
value of non-current assets does not exceed their recoverable amount — the net amount that is
expected to be recovered through the cash inflows and outflows arising from their continued
use and subsequent disposal (AASB 1010).
2  If the interest-free debt incurred a similar rate of interest as the GPA’s other borrowings, the
interest cover ratio would be around 0.6 percentage points lower.PORTS 289
GLADSTONE PORT AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00 2000-01b 2001-02
Size
Total assets $m   464   358 369   389   410




$’000  13 259 -127 700  25 486  16 071  20 801
Operating sales margin %   18.4 -156.9   29.6   15.7   22.1
Cost recovery %   122.5   117.4   142.0   118.6   128.4
Return on assets %   3.4 -30.8   7.2   4.4   6.2
Return on equity %   1.9 -21.8   3.8   2.9   4.8
Financial management
Debt to equity %   5.4   5.2   6.5   4.3   43.3
Debt to total assets %   4.7   4.0   5.7   3.8   27.1
Total liabilities to equity %   15.2   14.9   15.5   15.7   64.0
Interest cover times   6.8 -108.8   43.5   25.0   6.2
Current ratio %   110.9   118.2   141.5   124.5   85.0
Leverage ratio % 115.2 114.9   115.5   115.7   164.0
Payments to and from government
Dividends $’000 3 087 0 3 938 13 085 16 874
Dividend to equity ratio %   0.8 0   1.2   4.0   5.8
Dividend payout ratio %   41.3 0   32.5   135.8   119.0
Income tax expense $’000 5 787 -49 901 13 354 6 434 6 625
CSO funding $’000 0 0 0 0 0
a The Gladstone Port Authority undertook a recoverable amounts test on 30 June 1999. This resulted in a
$139 million write-down of non-current assets, and a commensurate fall in pre-tax operating profit, due to the
increase in abnormal expenses. b  An asset revaluation in January 2001 resulted in a net increase of
$16  million in the value of assets, mainly relating to channels, plant and equipment. Dividend includes
$3.5  million that was attributed to 1999-00 but not provided for. c Dividend includes $3.4 million that was
attributed to 2000-01 but not provided for.290 FINANCIAL
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PORT OF BRISBANE CORPORATION Queensland
The Port of Brisbane Corporation (PBC) operates under the Government Owned
Corporations Act 1993 and the Transport Infrastructure Act 1994. The PBC
manages the Port of Brisbane, Brisbane Multimodal Terminal, and the boat
harbours of Manly, Scarborough, Cabbage Tree Creek and Gardens Point. It is also
a major shareholder in Brisbane Airport Corporation Limited (BACL).
Charges for the PBC’s port services are set by the board subject to Ministerial
approval. In 2001-02, the PBC’s major bulk cargoes included oil and coal.
Container throughput was over 480 000 twenty-foot equivalent units.
Pre-tax operating profit increased by more than 60 per cent in 2001-02, due mainly
to a 5 per cent increase in revenue. Contributing to the increase was trade growth,
an expansion in the number of tenants and a $3.3 million profit from asset sales.
The PBC’s total assets have increased over the reporting period by over 45 per cent
in nominal terms. The major contributors to this growth are investment in the
BACL and a number of upward revaluations. Total nominal asset growth due to
revaluation increments over the reporting period was $126 million.1
The PBC invested in BACL in 1996-97. The initial investment was entirely funded
through borrowings from the Queensland Treasury Corporation. In 1999-00, the
PBC increased its shareholding in the BACL to 38  per  cent.2 The debt incurred
through investment in the BACL resulted in an increase in the debt to equity, debt
to total asset and total liabilities to equity ratios.
In 2000-01, the PBC’s debt increased by 30 per cent compared to the previous year.
Most of the increase related to borrowing for capital expenditure on seaport
operations ($95  million). Around 25  per  cent of the increase ($16 million) was
attributable to the capitalised interest expense incurred to fund the investment in
BACL.3
The PBC is required to make both tax-equivalent and dividend payments.
                                             
1  Over the reporting period, increases in the value of assets attributable to revaluations include
$5.2  million in 1997-98, $5.3  million in 1998-99, $36  million in 1999-00, $63  million in
2000-01 and $17 million in 2001-02.
2  An additional investment of $20 million was made as part of a rights issue by BACL. The
investment was funded through an increase in the PBC’s debt.
3 Under the terms of the loan, interest is payable only if cash income is available from the
investment.PORTS 291
PORT OF BRISBANE CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00 2000-01c 2001-02d
Size
Total assets $m   625   658 737   868   912




$’000  16 568  26 341 26 205  19 535  31 806
Operating sales margin %   32.5   52.2 51.6   44.3   49.7
Cost recovery %   189.0   200.8 206.6 179.5   198.6
Return on assets %   4.4   6.4 6.3   5.0   5.4
Return on equity %   3.0   4.2 4.2   2.1   4.4
Financial management
Debt to equity %   46.5   48.9 52.2   60.2   60.8
Debt to total assets %   30.7   31.8 34.2   38.6   36.3
Total liabilities to equity %   51.9   57.8 61.0   68.8   71.7
Interest cover times   2.6   2.8 2.3   2.0   2.9
Current ratio %   81.3   81.0 94.0   73.9   79.1
Leverage ratio % 151.9 157.8 161.0   168.8   171.7
Payments to and from government
Dividends $’000 4 780 15 805 17 580 13 184 21 980
Dividend to equity ratio %   1.2   3.8 4.0   2.7   4.2
Dividend payout ratio %   39.7   90.5 94.8   130.5   95.0
Income tax expense $’000 4 514 8 884 7 667 9 429 8 669
CSO funding $’000 0 0  0 0 0
a Includes abnormal revenue of $4.9 million due to a change in accounting policy relating to provisions for
major repairs, and abnormal expenses of $14  million relating to expenses incurred for major repairs
($10 million) and redundancy payments ($4.0 million). Includes an asset revaluation increment of $5.2 million.
b Includes an asset revaluation increment of $5.3 million. Includes abnormal revenue of $3.0 million due to a
change in accounting policy relating to provisions for major repairs and abnormal expenses of $3.0 million
relating to expenses incurred on major repairs. c An asset revaluation resulted in an increase in the value of
assets by $63 million, mainly relating to the Port of Brisbane Corporation’s investment in Brisbane Airport
Corporation Ltd. Includes $1.8  million expense relating to redundancy payments. d An  asset  revaluation
resulted in an increase in the value of assets by $17 million, mainly relating to land improvements. Revenue
includes a profit on the sale of assets of $3.3 million.292 FINANCIAL
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CAIRNS PORT AUTHORITY Queensland
Cairns Port Authority operates under the Government Owned Corporations Act
1993 and the Transport Infrastructure Act 1994. It has responsibility for the
management of the port of Cairns, Cairns International Airport, and associated land
and property. Most port activities such as towage and stevedoring are conducted by
private operators.1
The Cairns Port Authority’s board sets charges for port services (harbour dues, plant
hire and berthage charges), subject to Ministerial approval. In 2001-02, the major
cargoes moving through the port were petroleum products, sugar and fertiliser.
In 2001-02, the Cairns Port Authority’s airport operations accounted for around
77 per cent of revenue and 60 per cent of assets. Airport operations contributed a
pre-tax operating profit of $14 million compared to an operating loss of $2 million
on port operations. The overall pre-tax operating profit included an expense of
$1.5 million relating to the write-off of debts following the bankruptcy of an airline.
The Cairns Port Authority made a capital repayment of $30 million in 2001-02 to
the Queensland Government as part of a capital restructure. The repayment and
capital expenditure of $8.3 million, were partly funded by additional borrowings of
$27 million.
The Cairns Port Authority is required to make tax-equivalent and dividend
payments to the Queensland Government. In 2001-02, dividend payments included
$6.5 million that was paid in relation to 2000-01, but not provided for in that year.
                                             
1 Pilotage services are provided by North Queensland Port Pilots, a wholly-owned subsidiary of
the Ports Corporation of Queensland.PORTS 293
CAIRNS PORT AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   325




$’000  12 014
Operating sales margin %   22.4
Cost recovery %   128.9
Return on assets %   4.1
Return on equity %   3.1
Financial management
Debt to equity %   12.7
Debt to total assets %   10.1
Total liabilities to equity %   26.0
Interest cover times   9.7
Current ratio %   84.9
Leverage ratio %   126.0
Payments to and from government
Dividends $’000 13 986
Dividend to equity ratio %   5.4
Dividend payout ratio %   176.5
Income tax expense $’000 4 089
CSO funding $’000 0
a 2001-02 is the first year that the Cairns Port Authority was included in this report. It was established in
July 1995 under the Government Owned Corporations Act 1993. Dividends include $6.6 million relating to
2000-01 that was not provided for in that year.294 FINANCIAL
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PORTS CORPORATION OF QUEENSLAND Queensland
Ports Corporation of Queensland (PCQ) operates under the Government Owned
Corporations Act 1993 and the Transport Infrastructure Act 1994. The PCQ
manages the commercial ports of Hay Point, Abbot Point, Lucinda, Mourilyan,
Cape Flattery, Weipa, Karumba and Skardon River.1 It is responsible for
maintaining navigable channels and providing pilotage services. Stevedoring and
towage are generally franchised.
Charges for port services are determined by the PCQ board subject to Ministerial
approval. Most of the PCQ’s ports specialise in handling a single bulk cargo such as
coal, sugar or bauxite — although several also handle general cargo and livestock.
In 2001-02, the PCQ recorded an operating loss, despite an increase in trade
throughput of around 2  per cent. Revenues and expenses were affected by the
transfer and lease of assets associated with the Dalrymple Bay Coal Terminal
(DBCT), including an asset write-down of $15 million.2 The transaction resulted in
a decrease of port assets of over $500 million and enabled the repayment of loans of
around $250 million.3
The PCQ did not have any outstanding borrowings at the end of 2001-02. Capital
expenditure was $48 million.
The PCQ is required to make both tax-equivalent and dividend payments. In
addition to the dividend payment of $5.8  million in 2001-02, the PCQ made a
capital repayment of $215  million to the Queensland Government following the
DBCT transfer and lease.
                                             
1 The PCQ also manages five other non-trading ports and provides pilotage services to the Cairns
Port Authority through North Queensland Port Pilots — a wholly-owned subsidiary.
2  The PCQ sold assets associated with the DBCT on 31 August 2001 to DBCT Holdings Pty Ltd,
which is wholly-owned by the Queensland Government. DBCT Holdings subsequently entered
into a 100 year lease with private operators over DBCT land and facilities.
3 The PCQ made an $11 million profit on the transaction. However, this was offset by financing
and other expenses of $54 million, including rental and termination of shipping agreement
expenses ($20 million), a write-down of assets transferred ($15 million) and a market value
adjustment on the early repayment of debt ($18 million).PORTS 295
PORTS CORPORATION OF QUEENSLAND (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   237





Operating sales margin %   0.4
Cost recovery %   100.4
Return on assets %   2.4
Return on equity % -8.2
Financial management
Debt to equity % 0
Debt to total assets % 0
Total liabilities to equity %   16.7
Interest cover times   0.3
Current ratio %   309.5
Leverage ratio %   116.7
Payments to and from government
Dividends $’000 5 780
Dividend to equity ratio %   2.8
Dividend payout ratio % -34.5
Income tax expense $’000 3 231
CSO funding $’000 0
a  2001-02 is the first year that the Ports Corporation of Queensland was included in this report. It was
established in July 1994 under the Government Owned Corporations Act 1993. The dividend of $5.8 million
was attributed to 2000-01, but was not provided for in that year.296 FINANCIAL
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MACKAY PORT AUTHORITY Queensland
Mackay Port Authority (MPA) operates under the Government Owned
Corporations Act 1993 and the Transport Infrastructure Act 1994. The MPA has
responsibility for the management of the port of Mackay and Mackay Airport. The
MPA franchises pilotage services to Port Pilots Queensland Pty Ltd — a
wholly-owned subsidiary of the Ports Corporation of Queensland. Several other port
activities — such as towage and stevedoring — are franchised.
Charges for port services are set by the MPA board subject to Ministerial approval.
In 2001-02, the major cargoes moving through the port included sugar and grain.
In 2001-02, port operations accounted for around 68  per  cent of revenue and
58 per cent of assets. Port throughput increased by 23 per cent, mainly due to a rise
in ammonium nitrate imports and salt exports. Port operations contributed a pre-tax
operating deficit of $650  000 and included a $264  000 write-down of plant and
machinery. Airport operations contributed a $139 000 surplus to the MPA’s overall
operating result.
Several bulk loading terminals in the port are under long-term lease to users and are
not included in the MPA’s assets. The construction of these facilities was originally
financed by the MPA, but the costs were reimbursed by users.1
The MPA operates debt free. Capital expenditure in 2001-02 was $5.6 million.
The MPA is required to make tax-equivalent and dividend payments to the
Queensland Government. No dividend was paid in 2001-02.
                                             
1 These assets were not included in the financial statements because the MPA did not consider
that it ‘controls’ the assets.PORTS 297
MACKAY PORT AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   158





Operating sales margin % -16.6
Cost recovery %   85.8
Return on assets % -0.3
Return on equity % -0.4
Financial management
Debt to equity % 0
Debt to total assets % 0
Total liabilities to equity %   4.6
Interest cover times n.r.
Current ratio %   784.5
Leverage ratio %   104.6
Payments to and from government
Dividends $’000 0
Dividend to equity ratio % 0
Dividend payout ratio % 0
Income tax expense $’000 84
CSO funding $’000 0
a 2001-02 is the first year that the Mackay Port Authority was included in this report. It was established in July
1995 under the Government Owned Corporations Act 1993. n.r. Not relevant.298 FINANCIAL
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TOWNSVILLE PORT AUTHORITY Queensland
Townsville Port Authority (TPA) operates under the Government Owned
Corporations Act 1993 and the Transport Infrastructure Act 1994. The TPA is
responsible for Townsville port management and pilotage services.
Charges for the TPA’s port services are determined by the board subject to
Ministerial approval. In 2001-02, the major cargoes passing through the port
included minerals, sugar and fertiliser.
A revaluation of channels and wharves resulted in an increase in the value of assets
by $3.3 million in 2001-02. The value of assets includes around $15.2 million in
revaluation increments from previous years.
In 2001-02, the TPA recorded a pre-tax operating profit of $1.2 million. Revenue
increased with a record level of trade throughput and a 6 per cent nominal increase
in berth hire charges in March 2002. This was the first change in berth hire charges
since 1996-97. Other charges remained unchanged in nominal terms.
In 2001-02, the TPA made a capital repayment of $23 million to the Queensland
Government as part of a capital restructure. The repayment and capital expenditure
of $4.2 million, were largely funded by additional borrowings of $22 million. The
TPA did not have any debt prior to 2001-02.
The TPA is required to make tax-equivalent and dividend payments to the
Queensland Government. It did not make a dividend payment for 2001-02.PORTS 299
TOWNSVILLE PORT AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   131




$’000  1 156
Operating sales margin %   8.4
Cost recovery %   109.2
Return on assets %   1.7
Return on equity %   0.1
Financial management
Debt to equity %   20.7
Debt to total assets %   16.4
Total liabilities to equity %   26.7
Interest cover times   2.0
Current ratio %   147.5
Leverage ratio %   126.7
Payments to and from government
Dividends $’000 0
Dividend to equity ratio % 0
Dividend payout ratio % 0
Income tax expense $’000 1 065
CSO funding $’000 0
a 2001-02 is the first year that the Townsville Port Authority was included in this report. It was established in
July 1995 under the Government Owned Corporations Act 1993.300 FINANCIAL
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FREMANTLE PORT AUTHORITY Western Australia
Fremantle Port Authority (FPA) operates under the Port Authorities Act 1999. It
provides and maintains port infrastructure and port services including ship
scheduling, port communications and mooring. The FPA franchises pilotage,
stevedoring and towage to the private sector.
Charges are set by the FPA board and are subject to approval by the Minister. In
2001-02, container throughput was around 383 000 twenty-foot equivalent units.
The major cargoes moving through the port were petroleum products and grain.
There was no change in nominal charges in 2001-02. The 16  per  cent rise in
revenue was mainly due to an 8.1 per cent increase in container throughput. The rise
more than offset higher expenses associated with operations and commercial
management.
Except for 1999-00 — when the value of seawalls, breakwaters and railways were
adjusted downwards by $5.2  million — asset revaluations have not significantly
affected asset values over the reporting period. In 2001-02, the increase in assets
was due to capital expenditure of around $35 million.
Debt fell in the first three years of the reporting period but increased in 2000-01 and
again in 2001-02.1 Lower debt levels contributed to a rise in interest cover and a
decline in the debt to equity, debt to total assets and debt to total liabilities ratios
until 1999-00. Debt levels have since increased to fund higher levels of capital
expenditure.
The FPA is required to make both income tax-equivalent and dividend payments to
the WA Government. The dividend in 2001-02 includes $413  000 for a
‘Government Efficiency Dividend’ that is not related to profit.
                                             
1 The FPA’s debt fell in nominal terms from $34 million in 1997-98 to $30 million in 2001-02.PORTS 301
FREMANTLE PORT AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99 1999-00b 2000-01 2001-02c
Size
Total assets $m   112   114 120   132   150




$’000  17 894  13 824 14 768  15 637  19 462
Operating sales margin %   34.6   34.3 29.2   29.7   32.1
Cost recovery %   144.0   152.3 149.9   142.2   147.2
Return on assets %   20.0   17.1 15.6   13.5   14.9
Return on equity %   27.4   14.5 12.4   12.1   16.3
Financial management
Debt to equity %   64.8   38.8 22.9   26.8   32.6
Debt to total assets %   30.4   22.3 15.1   17.1   21.1
Total liabilities to equity %   116.8   75.5 55.8   63.5   64.3
Interest cover times   5.3   3.5 5.2   12.5   14.4
Current ratio %   121.3   119.6 105.5   150.0   160.4
Leverage ratio % 216.8 175.5 155.8   163.5   164.3
Payments to and from government
Dividends $’000 1 262 845 1 750 1 907 6 798
Dividend to equity ratio %   2.7   1.5 2.5   2.4   7.9
Dividend payout ratio %   10.0   10.0 19.9   20.0   48.7
Income tax expense $’000 5 270 5 377 5 989 6 102 5 496
CSO funding $’000 0 0 0 0 0
a Includes abnormal revenue from compensation for costs incurred in regard to reclamation of land and the
lease surrender on property from the WA Government. Abnormal expenses due to a downward revaluation of
non-current assets ($2.7 million) and a lease surrender ($0.9 million) were also incurred.  b Includes abnormal
revenue of $4.3 million relating to land transfers and an abnormal expense of $5.2 million as a result of a
revaluation of non-current assets using deprival methodology. c  The dividend includes $413  000 for a
‘Government Efficiency Dividend’ that is not related to profit.302 FINANCIAL
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BUNBURY PORT AUTHORITY Western Australia
Bunbury Port Authority operates under the Port Authorities Act 1999. It owns and
manages port facilities and provides pilotage services. Stevedoring and towage
services are franchised.
Charges are set by the Bunbury Port Authority board and are subject to approval by
the Minister. In 2001-02, alumina accounted for over 70  per  cent of total port
throughput by tonnage. Other major cargoes included caustic soda, woodchips and
mineral sands.
Revenue declined by 2.7 per cent in 2001-02 despite a 2 per cent increase in trade
throughput. Pre-tax operating profit also fell as a result of an 8  per  cent rise in
expenses, due mainly to higher operational and depreciation expenses.
The Bunbury Port Authority franchised the provision of a range of port services in
1998-99, resulting in $1.4 million in redundancy payments. Profitability improved
in subsequent years due to the reductions in labour costs and lower borrowing costs
because of debt restructuring.1
Debt levels have remained stable since 1999-00. Capital expenditure in 2001-02
was $4.3 million and related mainly to the purchase of additional land.
The Bunbury Port Authority is required to make dividend payments to the
WA  Government. In addition, the Bunbury Port Authority was required to pay
income tax and sales tax-equivalents from 1 July 1999.2
                                             
1  In July 1999, the Bunbury Port Authority refinanced its outstanding capital works debt facility.
It transferred $13.6 million to the WA Treasury Corporation in order to receive benefits from
more competitive interest rates and principal repayment arrangements.
2  The Bunbury Port Authority is required to pay local government rate equivalent (LGRE)
payments in addition to income tax-equivalent payments. In January 1999, it was discovered
that the Bunbury Port Authority was not included in WA’s income tax-equivalent payments
regime. The WA Treasury ruled that the Bunbury Port Authority was not liable to make
tax-equivalent payments from 1 July 1996 to 30 June 1999. All port authorities in WA receive
a uniform 35 per cent discount on LGREs in recognition that port GTEs provide, at their own
cost, some of the services and infrastructure normally provided by local government.PORTS 303
BUNBURY PORT AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99a 1999-00b 2000-01c 2001-02
Size
Total assets $m   75   91 94 99   99




$’000 2 890 1 870 4 400 5 888 4768
Operating sales margin %   31.8   22.8 37.2 44.7   35.7
Cost recovery %   149.5   155.2 166.2 189.6   164.2
Return on assets % 6.1 4.1 5.9 7.3 5.7
Return on equity %   5.4   3.1 3.8 5.2   4.2
Financial management
Debt to equity %   32.0   24.5 24.1 21.8   20.2
Debt to total assets %   22.9   20.2 19.2 16.6   15.4
Total liabilities to equity %   39.8   33.6 27.1 34.7   31.3
Interest cover times   2.7   2.2 5.3 6.4   6.6
Current ratio %   359.4   239.1 204.1 391.4   354.4
Leverage ratio %   139.8   133.6 127.1 134.7   131.3
Payments to and from government
Dividends $’000 332 190 951 1 276 1 582
Dividend to equity ratio %   0.6   0.3 1.3 1.7   2.1
Dividend payout ratio %   11.5   10.2 35.5 33.3 50.0
Income tax expense $’000 0 0 1 720 2 058 1 604
CSO funding $’000 0 0 0 0 0
a  The increase in total assets resulted from the valuation of Crown land controlled by the Bunbury Port
Authority that was previously valued at zero in the financial statements. Freehold land in Glen Iris was also
revalued by the Valuer-General on the basis of unimproved value. Includes $1.4  million in redundancy
payments to workers as part of the restructuring process associated with the franchising of several operations.
b The dividend of $951 000 in 1999-00 was later revised to $633 719 to reflect the premature application of a
dividend policy in 1999-00 applying to WA port government trading enterprises for 2000-01.   If the revised
dividend was applied to 1999-00, the dividend to equity and dividend payout ratios for 1999-00 would be
0.9 per cent and 23.6 per cent respectively. c Includes $400 000 in revenue arising from a legal settlement
relating to towage licenses.304 FINANCIAL
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PORT HEDLAND PORT AUTHORITY Western Australia
Port Hedland Port Authority (PHPA) operates under the Port Authorities Act 1999.
It manages port facilities including wharves and storage areas, and provides pilotage
services. Stevedoring, towage and lineboat services are franchised.
Charges are set by the PHPA board and are subject to approval by the Minister.
Nominal charges have not changed in over 14 years. In 2001-02, iron ore accounted
for around 95 per cent of port throughput by tonnage. The other main cargoes were
salt and hot briquetted iron.
In 2001-02, overall port throughput declined by 1 per cent due to lower salt exports,
despite an increase in iron ore and hot briquetted iron exports. Ship-based charges
accounted for around 54 per cent of revenue, with most of the remainder derived
from cargo-based charges (27 per cent) and lease rentals (12 per cent). The major
expenses for the PHPA were maintenance (20  per  cent), pilotage transit and
hydrology services (26 per cent), and depreciation (18 per cent).
The PHPA operates debt free. Capital expenditure of $1.4 million in 2001-02 was
funded from retained earnings.
The PHPA is required to make tax-equivalent and dividend payments to the
WA Government.PORTS 305
PORT HEDLAND PORT AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   44




$’000  2 617
Operating sales margin %   17.5
Cost recovery %   121.1
Return on assets %   6.0
Return on equity %   4.8
Financial management
Debt to equity % 0
Debt to total assets % 0
Total liabilities to equity %   9.9
Interest cover times n.r.
Current ratio %   378.5
Leverage ratio %   109.9
Payments to and from government
Dividends $’000 949
Dividend to equity ratio %   2.4
Dividend payout ratio %   50.0
Income tax expense $’000 718
CSO funding $’000 0
a 2001-02 is the first year that the Port Hedland Port Authority was included in this report. It was established
under the Port Authorities Act 1999. n.r. Not relevant.306 FINANCIAL
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ALBANY PORT AUTHORITY Western Australia
Albany Port Authority (APA) operates under the Port Authorities Act 1999. The
APA manages port facilities including wharves and storage areas, and provides
pilotage services.1 Stevedoring and mooring services are franchised.
In 2001-02, the main cargoes moving through the port included grain, silica sand,
woodchips and petroleum products. Port throughput was at its lowest level since
1997-98, and with lower grain exports was 4.7 per cent lower than in 2000-01.
Charges are set by the APA board and are subject to approval by the Minister. In
2001-02, revenue included profits on the sale of buildings, plant and equipment of
$37  000. Depreciation is the APA’s major expense, accounting for around
26 per cent of total expenses.
Capital expenditure of $11  million in 2001-02 was mainly associated with the
dredging of shipping channels. This was partly funded by additional borrowings of
$5.6 million.
The APA is required to make tax-equivalent and dividend payments to the
WA Government.
                                             
1 In July 2002, the APA entered into a leasing arrangement with Southern Regional Transport to
operate a cold storage facility.PORTS 307
ALBANY PORT AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   42





Operating sales margin %   1.4
Cost recovery %   101.4
Return on assets %   0.7
Return on equity %   0.3
Financial management
Debt to equity %   59.2
Debt to total assets %   31.8
Total liabilities to equity %   86.0
Interest cover times   0.9
Current ratio %   43.6
Leverage ratio %   186.0
Payments to and from government
Dividends $’000 0
Dividend to equity ratio % 0
Dividend payout ratio % 0
Income tax expense $’000 -99
CSO funding $’000 0
a 2001-02 is the first year that the Albany Port Authority was included in this report. It was established under
the Port Authorities Act 1999.308 FINANCIAL
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DAMPIER PORT AUTHORITY Western Australia
Dampier Port Authority (DPA) operates under the Port Authorities Act 1999. The
DPA manages port facilities including wharves and storage areas. Stevedoring,
pilotage and towage services are franchised.
In 2001-02, iron ore accounted for around 79  per  cent of port throughput by
tonnage. The other main cargoes moving through the port were liquefied natural gas
and salt. Charges are set by the DPA board and are subject to approval by the
Minister.
In 2001-02, despite a decline in iron ore exports, port throughput increased by
1.5 per cent due to higher salt and condensate exports. The pre-tax operating loss of
$269 000 included an expense of $283 000 for a write-down of some port assets.
The DPA operates debt free. Outstanding borrowings were repaid in 2000-01.
Capital expenditure in 2001-02 was $156 000.
The DPA is required to make tax-equivalent and dividend payments to the
WA  Government. In 2001-02, the dividend included a $22  000 ‘efficiency
dividend’ that was not related to the DPA’s profitability.PORTS 309
DAMPIER PORT AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   22





Operating sales margin % -13.4
Cost recovery %   88.2
Return on assets % -1.2
Return on equity % -0.9
Financial management
Debt to equity % 0
Debt to total assets % 0
Total liabilities to equity %   3.5
Interest cover times n.r.
Current ratio %   692.2
Leverage ratio %   103.5
Payments to and from government
Dividends $’000 96
Dividend to equity ratio %   0.4
Dividend payout ratio % -48.5
Income tax expense $’000 -71
CSO funding $’000 0
a 2001-02 is the first year that the Dampier Port Authority was included in this report. It was established under
the Port Authorities Act 1999. n.r. Not relevant.310 FINANCIAL
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GERALDTON PORT AUTHORITY Western Australia
Geraldton Port Authority operates under the Port Authorities Act 1999. It manages
port facilities including wharves and storage areas, and provides pilotage services.
Stevedoring and mooring services are franchised.1
In 2001-02, the main cargoes moving through the port included grain, mineral
sands, and copper and zinc concentrates. Port throughput was at its lowest level
since 1997-98, and was 7.2 per cent lower than in 2000-01, mainly due to lower
grain exports.
Charges are set by the Geraldton Port Authority board and are subject to approval
by the Minister. In 2001-02, pre-tax operating profit was affected by losses on the
sale of buildings, plant and equipment of $205  000 and a one-off depreciation
expense of $1.1 million relating to a change in the expected life of some wharves.
Capital expenditure of $7.9  million in 2001-02 was mainly associated with the
construction of breakwaters. Debt levels were largely unchanged.
The Geraldton Port Authority is required to make tax-equivalent and dividend
payments to the WA Government. No dividend was recommended by the board for
2001-02.
                                             
1 The Geraldton Port Authority issues non-exclusive licences to stevedores operating in the port.
Under the licences, the Geraldton Port Authority monitors tariffs, manning levels, operational
procedures, continuity of service, customer satisfaction and improvement in stevedoring
practices.PORTS 311
GERALDTON PORT AUTHORITY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   36




$’000   25
Operating sales margin %   5.4
Cost recovery %   105.7
Return on assets %   2.1
Return on equity %   0.0
Financial management
Debt to equity %   46.2
Debt to total assets %   28.2
Total liabilities to equity %   63.6
Interest cover times   1.0
Current ratio %   131.2
Leverage ratio %   163.6
Payments to and from government
Dividends $’000 0
Dividend to equity ratio % 0
Dividend payout ratio % 0
Income tax expense $’000 19
CSO funding $’000 0
a 2001-02 is the first year that the Geraldton Port Authority was included in this report. It was established
under the Port Authorities Act 1999. Return on equity was 0.03 per cent.312 FINANCIAL
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BURNIE PORT CORPORATION Tasmania
Burnie Port Corporation (BPC) was established on 30  July 1997  under the Port
Companies Act 1997 and is subject to the Corporations Act 2001 (Cth). The BPC
owns and manages port and cold storage facilities, and provides pilotage services.
Prior to January 2002, it also owned and managed Burnie airport.1
Charges are set by the BPC’s board. In 2001-02, the main bulk cargoes passing
through the port were woodchips, mineral concentrates and pulp. Container
throughput was around 141 000 twenty-foot equivalent units.
Downward asset revaluations have contributed to changes in the value of assets and
to operating losses of $5.1  million in 1999-00 and $2.6  million in 2000-01.2 In
2001-02, the increase in the value of assets and current ratio was largely due to a
rise in short-term investments. Capital expenditure was around $500 000.
Despite record trade throughput in 2001-02, revenue declined by 8  per  cent
following the sale of the airport. Revenue included $1.2 million in deferred revenue
from a customer contract. Pre-tax operating profit was affected by a net loss of
$394 000 on the sale of airport assets and redundancy payments of $86 000.
Debt levels have fallen each year since 1997-98. This decline has contributed to a
fall in the debt to equity ratio and a rise in interest cover.
The BPC is required to make both tax-equivalent and dividend payments to the
Tasmanian Government. There was no income tax expense or provision for income
tax over the reporting period due to carried forward tax losses. No dividends have
been provided for or paid over the reporting period.3
                                             
1 The airport was purchased in January 2002 by Burnie Airport Corporation Pty Ltd — a joint
venture between the Burnie City Council and Australian Regional Airports Pty Ltd. In 2000-01,
the BPC’s airport operations accounted for 8 per cent of revenue and around 16 per cent of
assets.
2 Under accounting standards (AASB 1010), any increase in the value of assets must be recorded
in an asset revaluation reserve, with the exception of changes that reverse a downward
revaluation previously recognised as an expense. A downward revaluation must be recognised
as an expense, except for any decrement that reverses a previous revaluation increment.
3  The BPC’s board recommended a dividend payment of $225  000 in relation to 2001-02.
However, it was not provided for in the financial statements.PORTS 313
BURNIE PORT CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02e
Size
Total assets $m   44   46 41   38   41




$’000 -5 393   948 -2 584 -2 536  1 377
Operating sales margin % -23.7   19.7 -10.4 -12.0   16.8
Cost recovery %   127.9   124.3 130.2   89.3   120.1
Return on assets % -8.1   6.3 -2.5 -2.3   5.8
Return on equity % -28.9  4.8 -12.8 -14.4   8.2
Financial management
Debt to equity %   124.4   97.2 99.7   95.1   75.3
Debt to total assets %   52.6   46.5 43.3   39.0   32.5
Total liabilities to equity %   144.7   113.3 118.4   135.0   140.2
Interest cover times -1.8   1.5 -0.7 -0.6   2.5
Current ratio %   228.8   195.6 101.5   206.6   353.7
Leverage ratio % 244.7 213.3 218.4   235.0   240.2
Payments to and from government
Dividends $’000 0 0 0 0 0
Dividend to equity ratio % 0 0 0 0 0
Dividend payout ratio % 0 0 0 0 0
Income tax expense $’000 0 0 0 0 0
CSO funding $’000 0 0 0 0 0
a Covers the 11 month period to 30 June 1998. In 1997-98, the Burnie Airport was consolidated in Burnie Port
Corporation’s financial statements. Includes abnormal revenue related to the amortisation of deferred revenue
arising from prior period sale and lease-buy-back transactions ($0.4  million), an adjustment to seaport
dredging and airport runway provisions following a change in accounting policy ($4 million), and contributions
by external parties to capital improvements ($0.1 million). Abnormal expenses included the capitalisation of
finance leases due to a change in accounting policy ($0.9 million), a loss due to obsolete assets ($0.2 million),
a revaluation decrement ($9.6  million) and redundancy payments ($0.08  million). b Includes  abnormal
revenue from prior period sale and lease-buy-back transactions ($0.5  million) and abnormal expenses
resulting from a loss due to a write-off of obsolete assets ($0.1  million) and redundancy payments
($0.2 million).  c  Includes an abnormal expense of $5.1  million due to an asset devaluation.  d Includes
expenses relating to a downward revaluation of airport assets ($2.6 million) and a change in accounting policy
relating to a lease ($1.0 million). Non-operating revenue of $1.5 million relating to the amortisation of deferred
revenue is also included.   e  Includes revenue of $2.5  million relating to the sale of airport assets and
$1.2 million relating to the amortisation of deferred revenue. Includes expenses of $2.8 million relating to the
book value of airport assets and $86 000 in redundancy payments arising from the airport sale. The Burnie
Port Corporation board recommend a dividend payment of $225 000. However, it was not provided for in the
financial statements. If this amount was provided for, the dividend to equity ratio would be 1.3 per cent and the
dividend payout ratio would be 16.3 per cent.314 FINANCIAL
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HOBART PORTS CORPORATION Tasmania
Hobart Ports Corporation (HPC) was established on 30 July 1997 under the Port
Companies Act 1997 and is subject to the Corporations Act 2001 (Cth). The HPC
owns and operates port facilities in Hobart, Triabunna, Port Huon, Strahan, Stanley
and King Island. It also provides stevedoring and plant hire services in several other
Tasmanian and South Australian ports.1 The HPC owns 98 per cent of the Hobart
International Airport Pty Ltd (HIA) and 100 per  cent of King Island Ports
Corporation.2
Charges are set by the HPC’s board. In 2001-02, container throughput was around
1680 twenty-foot equivalent units. The main bulk cargoes were zinc and petroleum
products.
Asset growth in 2000-01 partly reflected an increase in loans to the HIA.3  In
2001-02, the rise in assets was due to capital expenditure of $2.9 million and an
increase in current financial assets.
In 2001-02, revenue increased due mainly to the expansion of stevedoring activities
and a rise in cargo throughput. Revenue growth more than offset the increase in
expenses and resulted in an increase in pre-tax operating profit.
The HPC’s debt increased by around 20 per cent in nominal terms between 1997-98
and 2001-02. The increase in the debt to equity, debt to total assets and total
liabilities to equity ratios in 2000-01 is not reflected in a decline in interest cover
because the additional debt incurred was an interest free loan of $4.6 million from
the HIA. Around 22 per cent of the HPC’s outstanding debt is interest free.
The HPC is required to make tax-equivalent and dividend payments. In 1999-00,
the negative tax-equivalent payment was mainly the result of the restatement of
deferred tax balances following a reduction in the company tax rate for future years.
                                             
1  During 2001-02, the HPC formed a wholly-owned subsidiary — Risdon Port Services Pty Ltd
— to provide stevedoring and maintenance services to Pasminco Limited.
2 Despite having a 98  per  cent ownership share in the HIA, the HIA’s operations are not
consolidated in the HPC’s accounts because a joint venture agreement limits its capacity to
make decisions over financial and operating policies. As a result, the HPC’s interest in the HIA
is accounted for using the ‘equity method’, whereby the HPC’s initial investment in the HIA is
recognised as an asset and adjustments are made to the value of the investment to reflect the
HPC’s share of profits or losses in each subsequent year. In 2001-02, the HPC’s share of
operating profit after tax was around $651 000.
3 Most of the $9.6 million loan is interest free.PORTS 315
HOBART PORTS CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00 2000-01 2001-02
Size
Total assets $m   61   61 64   70   73




$’000  1 709   371 765  1 220  5 285
Operating sales margin %   13.4   6.0 7.8   7.9   18.5
Cost recovery %   103.9   103.5 108.5   108.6   122.8
Return on assets %   3.7   1.7 2.3   2.8   8.4
Return on equity %   3.5   1.0 1.7   1.5   7.5
Financial management
Debt to equity %   23.3   22.7 20.8   29.8   24.9
Debt to total assets %   18.9   16.8 15.9   21.4   17.7
Total liabilities to equity %   34.3   35.0 33.5   45.6   43.9
Interest cover times 5.9 1.5 2.1   2.8   8.8
Current ratio %   137.3   136.0 146.9   100.7   128.4
Leverage ratio % 134.3 135.0 133.5 145.6 143.9
Payments to and from government
Dividends $’000 160 700 540 540 975
Dividend to equity ratio %   0.4   1.5 1.2   1.1   2.0
Dividend payout ratio %   10.5   148.1 67.4   76.9   26.4
Income tax expense $’000 179 -102 -37 518 1 590
CSO funding $’000 0 0 0 0 0
a Includes abnormal revenue ($1.3 million) resulting from the transfer of land and buildings held by the Crown
to the King Island Ports Corporation on 12 June 1998. Additional revenue was generated from the write-off of
rental charges owing to the Tasmanian Treasury relating to the King Island Ports Corporation on
21 May 1998. Reporting period covers the 11 month period to 30 June 1998. b Revenue included proceeds
from the sale of land ($400 000).316 FINANCIAL
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PORT OF DEVONPORT CORPORATION Tasmania
Port of Devonport Corporation (PDC), formerly the Port of Devonport Authority,
was established on 30 July 1997 under the Port Companies Act 1997 and is subject
to the Corporations Act 2001 (Cth). The PDC’s activities cover the management of
port facilities, cold storage operations and the ownership and management of an
airport. In 2001-02, port operations accounted for 70 per cent of total revenue. Cold
storage and airport operations accounted for around 15 per cent and 10 per cent of
total revenue respectively.
Charges are set by the PDC board. In 2001-02, major contributions to port revenue
came from visits by passenger and vehicle ferries and trade in cement, food and
general cargoes.
The value of assets has remained largely unchanged over the reporting period.
Capital expenditure of $3.4 million in 2001-02 was partly offset by a depreciation
expense of $1.8 million and disposals of around $800 000.
Despite an 8.1 per cent increase in port throughput, revenue declined by 10 per cent
in 2001-02 as a result of lower revenue from airport operations — following an
airline’s bankruptcy — and lower investment, rental and service income. However,
total expenses also declined by 5 per cent, enabling the PDC to record a positive
pre-tax operating result.
The PDC is required to make tax-equivalent and dividend payments to the
Tasmanian Government. No dividend was declared in 2001-02.PORTS 317
PORT OF DEVONPORT CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02e
Size
Total assets $m   43   45   46   45   45




$’000  1 446   453  2 069  1 068   501
Operating sales margin %   16.0   6.5   21.8   9.0   5.2
Cost recovery %   119.1   118.6   127.8   109.9   105.4
Return on assets %   5.4   2.6   5.9   3.5   2.3
Return on equity %   3.8   0.2   3.6   0.6   0.5
Financial management
Debt to equity %   23.8   25.3   22.2   22.0   21.7
Debt to total assets %   21.0   19.5   16.7   16.6   16.6
Total liabilities to equity %   34.0   33.4   33.5   32.0   30.4
Interest cover times   3.8   1.7   4.3   3.0   2.0
Current ratio %   480.9   454.6   322.7   336.0   675.4
Leverage ratio % 134.0 133.4 133.5   132.0   130.4
Payments to and from government
Dividends $’000 0 440 925 108 0
Dividend to equity ratio %   0   1.3   2.7   0.3 0
Dividend payout ratio %   0   657.1   75.8   50.0 0
Income tax expense $’000 442 386 849 852 343
CSO funding $’000 0 0 0 0 0
a  Covers the 11  month period to 30 June 1998. b  Includes abnormal expenses of $0.9 million relating to
depreciation adjustments from the reassessment of the useful life of non-current assets and an asset write off.
c Dividend includes $304 000 paid in relation to the previous year. d Includes a net loss of $1.6 million on the
sale of assets. e A dividend of $77 867 was declared by the board subsequent to the end of the financial year
but not included in the financial accounts. If this was provided for in the accounts for 2001-02, the dividend to
equity ratio would have been 0.2 per cent and the dividend payout ratio would have been 49.3 per cent.318 FINANCIAL
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PORT OF LAUNCESTON PTY LTD Tasmania
Port of Launceston Pty Ltd was established on 30  July  1997 under the Port
Companies Act 1997 and is subject to the Corporations Act 2001 (Cth). Upon
commencing operations, the Port of Launceston acquired the Flinders Island Ports
Company (formerly the Flinders Marine Board). The Port of Launceston provides
pilotage services and port facilities, including wharves and unloading equipment.
Charges are set by the Port of Launceston’s board. In 2001-02, the main types of
goods traded through the port were woodchips, metals, minerals and containerised
cargoes.
Despite a decline in trade throughput and revenue, pre-tax operating profit increased
in 2001-02 because expenses fell by 6.4 per cent. The decrease in expenses was
mainly attributed to a fall in operations and maintenance costs, and lower borrowing
expenses associated with a decline in debt levels and lower interest rates.
The level of borrowings has fallen each year since 1997-98, resulting in a decline in
the debt to equity and debt to total assets ratios. As a result of debt reduction,
interest expense as a proportion of total expenses declined from 18 per  cent in
1997-98 to 11 per cent in 2001-02. Capital expenditure was $0.7 million in 2001-
02.
The Port of Launceston is required to make tax-equivalent and dividend payments
to the Tasmanian Government. No dividend was provided for in relation to
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PORT OF LAUNCESTON PTY LTD (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02
Size
Total assets $m   43   45   45   43   44




$’000 -290   188  1 432   462   942
Operating sales margin %   13.3   18.9   24.1   14.8   19.7
Cost recovery %   118.1   123.9   105.6   117.4   124.5
Return on assets %   2.4   3.6   6.1   3.5   4.3
Return on equity %   1.3   1.8   4.6   0.8   1.9
Financial management
Debt to equity %   57.9   60.9   52.9   29.3   43.3
Debt to total assets %   38.4   34.7   32.2   27.7   26.1
Total liabilities to equity %   50.8   80.2   69.3   4.1   67.6
Interest cover times   0.8   1.1   2.2   1.4   2.0
Current ratio %   83.7   102.9   185.5   161.9   170.7
Leverage ratio %   150.8   180.2   169.3   104.1   167.6
Payments to and from government
Dividends $’000 0 150 0 939 0
Dividend to equity ratio %   0.0   0.6 0   2.8   0.0
Dividend payout ratio %   0.0   31.7 0   333   0.0
Income tax expense $’000 -664 -285 259 180 298
CSO funding $’000 0 0 0 0 0
a Port of Launceston Pty Ltd consolidated Flinders Island Ports Corporation in its financial statements from
1997-98. As a result of increased redundancy expenses, operating profit was deflated by $0.2 million. b Both
assets and liabilities increased due to a change in the reporting treatment of future income tax benefit  and the
provision of deferred tax. Both total assets and total liabilities increased by $3.5 million. c Includes abnormal
revenue of $2 million, mainly the result of the settlement of a writ issued by the port against Coastal Express
Line for the termination of a lease. d The dividend includes $604 000 that was attributed to 1999-00 but not
provided for in that year.320 FINANCIAL
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DARWIN PORT CORPORATION Northern Territory
Darwin Port Corporation (DPC) was established under the Darwin Port
Corporation Act 1999.1 The DPC is responsible for the management of the East
Arm Port facility, pilotage services and the provision of services such as reception
facilities for cruise and naval vessels.
Charges for port services are set by the DPC’s board subject to approval by the
Minister. In 2001-02, the major cargoes passing through the port included
petroleum products, cement clinker and livestock.
Asset revaluations have significantly affected profitability indicators since 1999-00.
The value of assets decreased in 1999-00  by  50 per cent with a $61 million
write-down of the East Arm Port facilities, using deprival methodology. Harbour
improvements were revalued down by an additional $15  million in 2000-01. In
2001-02, assets valued at $30 million were written down to zero after their transfer
from the NT Department of Infrastructure, Planning and Environment.2
Despite a decline in trade throughput in each year since 1997-98, total revenue has
remained stable over the reporting period. The increase in revenue in 1999-00 was
mainly due to $21 million in proceeds from the sale of non-current assets.
During 1999-00, the DPC undertook debt restructuring. The DPC was able to
reduce its debt levels by transferring land and buildings valued at $21 million to the
NT Government in exchange for the retirement of an equivalent level of debt.
The DPC is required to make tax-equivalent and dividend payments. Dividend
payments are set at 50 per cent of operating profit after tax. No dividend has been
paid since 1998-99.
The DPC receives community service obligation (CSO) funding to cover costs
associated with the operation and management of the Stokes Hill wharf and
precinct, the fishing harbour mooring basin and other wharf facilities. CSO funding
was also received for the East Arm Port development.3
                                             
1 Prior to September 1999, the DPC’s operations were carried out by the Darwin Port Authority.
2 The assets were written down to zero to reflect that no extra income will accrue to the DPC
from the transfer.
3 This CSO addressed debt servicing and costs incurred in the duplication of services. Funding
associated with the East Arm Port development accounts for the largest share of the DPC’s
CSO payments.PORTS 321
DARWIN PORT CORPORATION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01d 2001-02e
Size
Total assets $m   135   136 68   62   55




$’000  4 040   495 -47 685 -5 202 -33 072
Operating sales margin %   40.8   24.3 -117.5 -20.5 -188.7
Cost recovery %   169.0   159.9 174.4 83.0 34.6
Return on assets %   5.4   3.3 -43.4 -3.8 -52.0
Return on equity %   4.4 -1.0 -97.7 -21.1 -198.6
Financial management
Debt to equity %   78.9   76.6 132.4   173.1   227.5
Debt to total assets %   47.1   41.8 34.2   51.9   57.1
Total liabilities to equity %   83.7   83.6 158.3   218.0   275.8
Interest cover times   2.5   1.1 -12.5 -0.9 -11.6
Current ratio %   341.4   170.6 244.2   180.9   201.6
Leverage ratio % 183.7 183.6 258.3   318.0   375.8
Payments to and from government
Dividends $’000 1 064 1 374 0 0 0
Dividend to equity ratio %   1.7   1.9 0 0 0
Dividend payout ratio %   38.7 -178.2 0 0 0
Income tax expense $’000 1 290 1 266 1 234 -362 879
CSO funding $’000 3 602 5 273 5 436 3 400 4 743
a Capital works in progress relating to the East Arm Port development increased total assets by $21 million.  
b  Operating profit decreased due to a $2.2  million downward revaluation of assets. c Operating profit
decreased by $61 million due to the revaluation of assets. Revenue includes $21 million from asset sales.
d Includes a $15 million revaluation decrement resulting from a revaluation of harbour improvements using
deprival methodology. e  Includes a revaluation decrement of $4.8  million relating to assets covered
community service obligation funding and a decrement of $30 million relating to assets that were written down
to zero to reflect that the assets will result in no extra income to the Darwin Port Corporation, after being
transferred from the NT Department of Infrastructure, Planning and Environment.FORESTRY 323
12 Forestry
The financial performances of six forestry government trading enterprises (GTEs)
are covered in this chapter. This is the first year in which the Commission has
included the forestry sector in its series of reports on financial performance
monitoring (see chapter 1). The inclusion of forestry GTEs expands the coverage of
the report to include a sector of the economy that contributes around 0.5 per cent of
Australia’s gross domestic product (CCNCO 2001).
Forestry GTEs have undergone significant restructuring, which has improved their
commercial focus. In some jurisdictions, forestry GTEs operate under the same
framework that applies to GTEs in other sectors.
Financial data is only presented for 2001-02. In 2001-02, the six monitored forestry
GTEs had a combined asset value of more than $5.5 billion and generated over
$840 million in revenues.
Forestry GTEs from five states and the ACT are monitored: State Forests of NSW
(SFNSW), DPI Forestry Queensland (DPI Forestry), Forests Products Commission
of WA (FPCWA), ForestrySA, Forestry Tasmania and ACT Forests.
No GTEs are included from Victoria or NT. In Victoria, VicForests undertakes
comparable activities to the monitored forestry GTEs, however it is not possible to
compare its financial performance. As a service unit with the Department of
Sustainability and the Environment (formerly the Department of Natural Resources
and the Environment), it did not produce separate financial statements or
Government Financial Statistics (see chapter 3).
The NT does not have any government-owned forestry GTEs.
Financial performance summaries, including performance indicators for each GTE,
are presented after this introduction. The performance indicators are consistent
across individual GTEs. However, when making comparisons, care should be taken
to consider differences in market environments and issues relating to the valuation
of assets — particularly commercial forest assets.
For a discussion of the data and the financial indicators used and some of the factors





The monitored forestry GTEs provided a broad range of services (see table 12.1)
including:
•   plantation and native forest management;
•   the provision of forest products to the timber industry;
•   the research and development of new forestry techniques and processes;
•   contributions to the marketing of forest products; and
•   the management of activities not related to timber production, which occur in
state-managed native forests and plantations, including beekeeping, recreation
facilities, grazing and quarrying.
In addition, forestry GTEs generally have responsibility for fire-fighting and other
forest management activities.
Four of the monitored GTEs have responsibility for managing commercial native
forests. ForestrySA and ACT Forests only operate plantation forests. The forestry
GTEs monitored in this report manage over 500 000 hectares of plantation forests.
SFNSW was the largest plantation owner, controlling over 260  000  hectares of
predominantly softwood (radiata pine) plantations in 2001-02.
The size of monitored forestry GTEs — in terms of the value of their assets
controlled and revenue — varies substantially (see figure  12.1). In 2001-02, the
smallest GTE, in terms of asset value, was ACT  Forests ($102 million) and the
largest was SFNSW ($2.4 billion). The amount of revenue earned by each GTE in
2001-02 was similarly diverse.FORESTRY 325













DPI Forestry  ✘ a
FPCWA   ✘
ForestrySA  b  a
Forestry Tasmania  
ACT Forests  ✘  a
a Each monitored forestry GTE provided various tourism activities, such as scenic drives, picnic areas, hiking
trails, to some extent. However, except for Tasmania, these activities only negligible revenues for the GTEs in
2001-02.  b ForestrySA receives community service obligation funding for specific native forest management
activities.





















































The governance framework for forestry GTEs differs between jurisdictions.
Differences include the degree of emphasis on commercial objectives by boards and
governments — compared to other objectives such as environmental management
and community education (see chapter 4).
SFNSW, ForestrySA and Forestry Tasmania are corporatised GTEs. DPI Forestry
and ACT  Forests are commercialised business units within government
departments. In WA, the FPCWA was established as a commercial statutory
authority in 2000.
12.2 Market environment
The financial performance of forestry GTEs is linked to the volatility of demand for
timber products, changes to industry regulations and to accounting standards.
Demand for forest products
The major traded output of forestry GTEs are logs. These are either harvested by the
GTEs themselves or by private loggers operating as sub-contractors to privately-
owned sawmills and pulp mills. Logs can be harvested as either:
•   sawlogs — for conversion into sawn-timber, plywood or veneer products that are
mainly used in the construction and furniture industries; or
•   pulplogs — for conversion into woodchips (for export) and fibreboard,
particleboard or pulp (for subsequent conversion into paper and paperboard
products).
Sawlogs are generally not exported and the demand for them is influenced by local
economic conditions and government policies. For example, the introduction of the
Goods and Services Tax (in July 2000) negatively affected the building industry.
Conversely, the Commonwealth Government’s extension of the First Home Owners
Grant (March 2001), improved conditions in the building industry and, in turn, the
demand for sawn-timber, and ultimately sawlogs.
According to ABARE (2000), 40 per cent of pulpwood harvested in Australia each
year is sold domestically for making pulp and paper products, while the majority
(60 per cent) is exported – mainly as woodchips. Over 99 per cent of Australia’s
woodchip exports go to Japan. ANU  Forestry consider factors such as the
accumulation of paper stocks in Japan and a depressed Japanese economy
contributed to the decline in export demand and prices for pulpwood during the late
1990s (ANU 1999).FORESTRY 327
Industry reforms
During the 1990s, forestry GTEs were reformed. The reforms arose out of the
National Forest Policy Statement; Regional Forest Agreements (RFAs); the
Plantations 2020 strategy; and the application of National Competition Policy.
National Forest Policy Statement
The Commonwealth and all State and Territory governments signed the National
Forest Policy Statement (NFPS) in 1992. The NFPS was a comprehensive
agreement that sought to provide a ‘blueprint’ for the future management of
Australia’s forests, particularly its native forests. Aspects of the statement that were
of particular significance to forestry GTEs were agreements on:
•   establishing market-based pricing principles for forest resources;
•   instigating RFAs as a means of providing integrated management of forest
resources; and
•   the expansion of Australia’s commercial plantations of softwoods and
hardwoods.
Regional Forest Agreements
RFAs are intended to provide greater certainty and more security about forest
conservation and timber resource supply. More specifically, RFAs are intended to:
•   reduce uncertainty for industry and duplication in government processes for
land-use decision making;
•   produce long-term solutions that meet the requirements of governments, the
community and industry, while also being consistent with the principles of
ecologically sustainable development;
•   equitably balance competing objectives and coordinate the policies and activities
of governments;
•   maintain regional, environmental, heritage and social values; and
•   provide secure access to resources for the forestry industry.
Since 2000, hardwood woodchips from native forests could only be exported from
forest regions in which RFAs had been successfully negotiated. RFAs have been
successfully negotiated in NSW, Victoria, WA and Tasmania. Queensland did not
enter into an RFA. An alternative, state developed South-East Queensland Forests




SA, NT and the ACT do not have government-owned commercial native forest
operations and therefore do not require RFAs.
Plantations 2020
The Plantations 2020 strategy included a proposal to treble the area of Australia’s
plantation forests by 2020, in line with previous proposals in the NFPS. In
July  1996, this initiative was endorsed by the Ministerial Council on Forestry,
Fisheries and Aquaculture. In addition to providing timber assets, plantations can
provide salinity controls, biomass energy and carbon sequestration.
The Australian Bureau of Agricultural and Resource Economics forecast that by
2010 forest plantations could be providing 75 per cent of domestic wood supplies
compared with earlier expectations of only 62 per cent (ABARE 2002).
National Competition Policy
Under National Competition Policy (NCP) governments have agreed, among other
things, to minimise resource allocation distortions caused by forestry GTEs
enjoying a net competitive advantage derived from their public sector ownership. In
the 2001 NCP assessment, the National Competition Council stated that under
clause 3 of the Competition Principles Agreement (CPA), governments are obliged
to either:
•   corporatise the business activities of these agencies, and impose taxes or
tax-equivalents, debt guarantee fees and regulations equivalent to those of private
sector competitors; or
•   ensure that the goods and services they supply are priced to cover their full costs
of production, including, where appropriate, taxes or tax-equivalents, debt
guarantee fees and costs arising from regulations to which private businesses are
normally subject (NCC 2001).
Under the CPA, governments are obliged to separate regulatory and commercial
functions following the introduction of competition into a public monopoly market
or the privatisation of a public monopoly. This is to prevent GTEs gaining an
advantage over their rivals by the way they regulate the industry (NCC 2001).FORESTRY 329
12.3 Profitability
Profitability indicators provide information on how GTEs are using the assets
vested in them by shareholder governments to generate earnings. Each monitored
forestry GTE reported a positive return on assets in 2001-02 (see figure 12.1).

















Note Return on assets is the ratio of earnings before interest and tax (EBIT) to average total assets. EBIT is
calculated by subtracting total expenses from total revenue (includes abnormals) and adding back gross
interest expense. Average total assets is the average of the value of assets at the beginning and end of each
financial year. Where an average was not available, the value of total assets at the end of the financial year
was used. a The Commission only commenced monitoring the forestry sector in 2001-02.
Source: Productivity Commission estimates.
Following the introduction of Australian Accounting Standard AAS35 in June 2000,
self generating and regenerating assets (SGARAs) which are held primarily for
profit, have been valued at their net market value at each reporting date. Increments
and decrements to SGARAs are recognised directly in the statement of financial
performance.
From year-to-year, the profitability indicators of forestry GTEs can vary
dramatically, due to the recognition of movements in the market value of SGARAs.
Even small changes, relative to the asset’s total value, are likely to have a




The value of SGARAs will be influenced primarily by changes in the following:
•   The volume of timber. The volume of timber is affected by changes in the area of
commercial forests (natural or plantation) controlled by a GTE, or by changes in
the commercial timber available within the existing commercial forest areas.
•   Age and quality of timber. Trees of different ages attract a different value per
cubic metre. Older, larger trees generally have higher value uses — such as
building materials and furniture — than younger, smaller trees. Different species
of trees also have different use values and attract different prices in the market.
•   Market prices. The prevailing market prices for the sawlogs and puplogs
harvested from SGARA assets.
Other things being equal, forestry GTEs can model with some precision the
expected physical changes in their SGARA asset base resulting from the first two
items. However, changes in the demand for SGARAs can be highly variable and are
generally outside the control of forestry GTEs. Importantly, however changes in
demand conditions are generally the predominant factor influencing market prices.
Therefore, they largely determine movement in overall value of SGARAs from year
to year. In 2001-02, each monitored forestry GTE adjusted the value of their
SGARAs (see table 12.2).
The Commonwealth Competitive Neutrality Complaints Office (CCNCO) (2001)
reported that the valuation of SGARAs may distort the return on assets in the long
run, further distorting performance measurement. Under AAS35, the net market
value of SGARAs may be, ‘the observable price in an active and liquid market’, or
be based on their net present value (NPV) of the asset. The NPV is calculated as the
discounted net future cash inflows associated with forest production
(DPI Forestry 2002).









The use of expected future returns (the NPV) to determine the value of forestry
assets introduces an element of circularity into an agency’s reported rate of return.
More specifically, it means that poor performance by an agency will lower the valueFORESTRY 331
of its forestry assets. As a result, the reported decline in returns, relative to the new
asset base, is dampened, or perhaps even eliminated.
This ‘circularity’, coupled with the sensitivity of rate of return measures to factors
unrelated to the performance of the forestry agency (for example, changes in market
conditions), suggests that, for performance monitoring purposes, annual rates of
return need to be assessed in the context of longer term trends and other relevant
information (CCNCO 2001).
In 2001-02, DPI Forestry, and the FPCWA used estimates of NPV to calculate their
SGARA valuations. SFNSW, ForestrySA, Forestry Tasmania and ACT  Forests
used current market prices.
Profitability measures in 2001-02 were, in some cases, also affected by the
correction of fundamental modelling errors relating to the previous financial year.
For example, Forestry Tasmania reported that the net market value of standing
timber in 2000-01 was overstated by $12.5 million, due to an error in the forest
valuation model. If the error had not occurred, Forestry Tasmania’s pre-tax
operating profit would have been $21.7 million (or 236 per cent) higher in 2001-02.
The FPCWA also reported around $10  million in corrections for errors in their
inventory and standing timber valuations.
In 2001-02, every forestry GTE reported a cost recovery ratio of over 100 per cent.
Forestry Tasmania reported the lowest cost recovery ratio (120 per cent), while the
DPI Forestry reported a ratio of over 260 per cent.
12.4 Financial management
Financial management indicators provide information about the capital structure of
GTEs and their ability to meet the cost of servicing debt and other liabilities as they
fall due.
The total level of debt for the forestry sector overall in 2001-02 was around
$308 million. ForestrySA was the only debt-free forestry GTE. The average ratio of
debt to the total assets of each forestry GTE was 8  per  cent. On average, the
monitored forestry GTEs had far lower debt to assets ratios than those reported in
other industry sectors. GTEs in the electricity (40  per  cent), ports (25  per  cent),
water (17 per cent), rail (30 per cent) and urban transport (21 per cent) sectors, all


















Note Debt is defined to include all repayable borrowings (interest bearing and non-interest bearing), interest
bearing non-repayable borrowings and finance leases. Average total assets is the average of the value of
assets at the beginning and end of each financial year. Where an average was not available, the value of total
assets at the end of the financial year was used. One forestry GTE —ForestrySA — operated debt free in
2001-02.
Source: Productivity Commission estimates.
Sound financial management requires that profits are sufficient to ensure interest
payments can be met. A high interest cover ratio indicates that the entity can sustain
a fall in profit or increased interest expense and still meet the cost of servicing debt.
Four of the five forestry GTEs that had debt reported positive interest cover ratios.
This indicates that these GTEs can currently meet their interest commitments from
operating profit. It was not possible to calculate an interest cover ratio for SFNSW
as their reported interest expenses were capitalised.
A current ratio of less than 100 per cent indicates that the short-term obligations of
the GTE may need to be met using sources of funds other than current assets.1 Five
of the six GTEs recorded a current ratio of over 100 per cent in 2001-02.
                                           
1  Current assets comprise cash and other assets that would, in the ordinary course of operations,
be available for the conversion into cash within 12 months after the end of the reporting period.FORESTRY 333
12.5 Transactions with government
As a part of the reform process, governments have sought to give GTEs a greater
commercial focus and facilitate competitive neutrality by exposing them to factor
market disciplines and regulations similar to those faced by private sector
businesses. For a more detailed discussion of competitive neutrality principles,
see chapter 3.
Governments act as the shareholder of forestry GTEs on behalf of the community.
Requiring dividend payments from GTEs are generally justified as a return on
shareholder funds. In 2001-02, four of the six forestry GTEs — SFNSW,
DPI  Forestry, ForestrySA and Forestry Tasmania — provided for dividend
payments to their respective owner governments (see figure 12.4).
All forestry GTEs, except ACT Forests, are required to make income tax-equivalent
payments. Although ACT Forests falls within the National Tax Equivalent Regime,
it has not employed tax effect accounting, stating that it does not have a known
probability of recovering unused tax losses. DPI  Forestry did not make tax-
equivalent payments in 2001-02 because of current year tax losses and timing
differences.
Three of the monitored forestry GTEs, SFNSW, ForestrySA and ACT Forests had





















Note. One forestry GTE — ACT Forests — did not make any tax-equivalent or provide for any dividend
payments in 2001-02.FORESTRY 335









STATE FORESTS New South Wales
The Forestry Commission of NSW — trading under the name State Forests
(SFNSW) — operates under the Forestry Act 1916. SFNSW is responsible for
managing almost 3  million hectares of plantation and native forests throughout
NSW. During 2001-02, 2005  hectares of new hardwood plantations were
established, as well as an additional 809 hectares of softwood plantations.
SFNSW earns almost all its revenue from trading hardwood and softwood timber
products — most of which are utilised within the domestic building market. The
prices it faces largely depend on the level of activity in this market.1
More than 63 per cent (almost $1.5 billion) of SFNSW’s assets are self generating
and regenerating assets (SGARAs). Their value can fluctuate significantly each year
and will affect measures of profitability and financial management.2
Pre-tax operating profit in 2001-02 was influenced by a $34.3 million increase in
the market value of SFNSW’s standing timber asset. In the absence of this
revaluation, pre-tax operating profit would have been almost 60 per cent lower.
Acquisitions of land and the establishment and development of new plantations are
financed with borrowings. All interest expenses related to this debt are capitalised,
as these assets take a considerable period to become commercially productive. Due
to the capitalisation, interest cover cannot be calculated.
SFNSW is required to make tax-equivalent and dividend payments. Tax-equivalent
payments are made in accordance with the National Tax Equivalent Regime.
SFNSW is explicitly funded for the provision of community service obligations
including the provision of recreational facilities; education and advisory services;
community fire protection; research; and regulatory services.
                                                     
1  The residential building market improved in 2001-02, due mainly to a combination of low
interest rates and the First Home Owners Grant. The market’s improvement was accentuated by
reduced demand in 2000-01, following the introduction of the Goods and Services Tax.
2 Under AAS35, SGARAs are required to be reported at their net market value. SFNSW uses
three separate net market value models to determine the value of their softwood plantation,
hardwood plantation and native forest timber. Increments and decrements to SGARAs resulting
from market value movements are recognised directly in the statement of financial
performance.FORESTRY 337
STATE FORESTS (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m  2 365




$’000  57 903
Operating sales margin %   24.7
Cost recovery %   132.8
Return on assets %   2.4
Return on equity %   2.2
Financial management
Debt to equity %   6.8
Debt to total assets %   5.6
Total liabilities to equity %   20.9
Interest cover times n.p.
Current ratio %   80.1
Leverage ratio %   120.9
Payments to and from government
Dividends $’000 4 717
Dividend to equity ratio %   0.2
Dividend payout ratio %   11.0
Income tax expense $’000 1 5014
CSO funding $’000 9 577
a 2001-02 is the first year that State Forests was included in this report. Due to the capitalisation of interest




DPI  Forestry Queensland (DPI  Forestry) was established on 1  July  1995, as a
commercial business unit with the Queensland Department of Primary Industries
(DPI).1 It is responsible for around 80 per cent of Queensland’s domestic timber
production. DPI  Forestry’s plantation estate cover 185  000  hectares. In 2001-02,
6653 hectares of softwood and hardwood was planted — predominantly softwood.
Around 90  per  cent (more than $982  million) of DPI  Forestry’s assets are self
generating and regenerating assets (SGARAs). These can fluctuate in value
significantly each year and affect measures of profitability and financial
management.2
Pre-tax operating profit in 2001-02 was affected by an $84.5  million upwards
adjustment in the market value of DPI Forestry’s plantation growing timber asset.
Factoring out the effect of this change, pre-tax operating profit would have been
almost 85 per cent lower.
Several classes of non-current assets were revalued in 2001-02, following the
application of AASB 1041 from 1 July 2001. This standard requires assets to be
valued on either the cost or fair value basis. Previously, DPI Forestry reported these
assets at their deprival value.
DPI  Forestry is required to pay dividends to the Queensland Government. The
dividend payable is declared at a negotiated percentage (currently 50 per cent) of
profit from ordinary activities after tax and timber asset valuation adjustments.
DPI Forestry is subject to the payment of income tax equivalents in accordance with
the requirements of the National Tax Equivalent Regime.
                                                     
1  DPI Forestry was established as a commercial business group by Cabinet Decision 4637 on
15 May 1995.
2  Under AAS35, standing timber — and other self generating and regenerating assets (SGARAs)
— are required to be reported at their net market value. DPI Forestry determine net market
value by calculating the net present value of cash flows it expects to realise from the timber.
Increments and decrements to SGARAs resulting from market value movements are recognised
directly in the statement of financial performance.FORESTRY 339
DPI FORESTRY (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m  1 087




$’000  110 630
Operating sales margin %   61.6
Cost recovery %   260.5
Return on assets %   10.6
Return on equity %   11.2
Financial management
Debt to equity %   7.7
Debt to total assets %   7.0
Total liabilities to equity %   9.7
Interest cover times   24.6
Current ratio %   276.9
Leverage ratio %   109.7
Payments to and from government
Dividends $’000 10 979
Dividend to equity ratio %   1.1
Dividend payout ratio %   9.9
Income tax expenseb $’000 0
CSO funding $’000 0
a 2001-02  was the first year that DPI  Forestry was included in this report, it was established in 1995.





The SA  Forestry Corporation (SAFC), trading under the name ForestrySA, was
incorporated under the SA Forestry Corporation Act 2000, on 1 January 2001.1 It is
also subject to the provisions of the Public Corporations Act 1993 and the Forestry
Act 1950. ForestrySA is responsible for managing almost 81  500  hectares of
plantation forests. During the year, 2623  hectares of new trees (predominantly
radiata pine) were planted.
ForestrySA earns almost all its revenue from trading softwood timber products —
most of which are utilised by the domestic building market. In 2001-02, over
1.7 million cubic metres of log and pulp products were sold, 56 percent of which
were log products, with pulp products comprising the remainder. In addition,
155 000 cubic metres of woodchips were sold in 2001-02.
Around 70  per  cent (more than $597  million) of ForestySA’s assets are self
generating and regenerating assets (SGARAs). Their value can fluctuate
significantly each year and will affect performance measures.2
The financial data for 2001-02 is predominantly based on Government Finance
Statistics (GFS) data. The concepts underlying GFS and accounting standards may
lead to different reported statistics (see chapter 3).3
Pre-tax operating profit in 2001-02 was affected by a $3.8  million upwards
adjustment in the market value of ForestrySA’s growing timber asset.
ForestrySA is required to make tax-equivalent and dividend payments to the SA
Government. $3.2 million was provided for in 2001-02. The board recommended a
further $13.1 million be paid in August 2002, with respect to the 2001-02 financial
year — including a $7.8 million special dividend. $20 million in contributed equity
was also returned to the SA Government during 2001-02.
ForestrySA is explicitly funded for the provision of community service obligations
including, forest industry development, policy and legislative support, community
use of forests and native forest management.
                                                     
1  Prior to the creation of the SAFC, its functions were carried out by the ForestrySA business
unit within the Department for Administrative and Information Services.
2 Under AAS35, self generating and regenerating assets (SGARAs) are required to be reported at
their net market value. Increments and decrements to SGARAs resulting from market value
movements are recognised directly in the statement of financial performance.
3 For example, ForestrySA reported a pre-tax operating profit of $39.266 million in its audited
financial statements for 2001-02. The value of total assets reported was $841.776 million.FORESTRY 341
FORESTRYSA (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   842




$’000  38 847
Operating sales margin %   33.4
Cost recovery %   150.2
Return on assets %   4.6
Return on equity %   3.4
Financial management
Debt to equity %   0.0
Debt to total assets %   0.0
Total liabilities to equity %   1.8
Interest cover times n.p.
Current ratio %   285.3
Leverage ratio % 101.8
Payments to and from government
Dividends $’000 3 216
Dividend to equity ratio %   0.4
Dividend payout ratio %   11.4
Income tax expense $’000 10 653
CSO funding $’000 3 547
Note The financial data for 2001-02 is predominantly based on Government Finance Statistics (GFS) data.
The concepts underlying GFS and accounting standards may lead to different reported statistics (see
chapter  3). Pre-tax operating profit reported in ForestrySA’s financial statements for 2001-02 was
$39.266  million. The value of total assets reported was $841.776 million.  a 2001-02 is the first year that
ForestrySA was included in this report. It was established on 1  January 2001. The board of ForestrySA
recommended a further $13.1 million dividend be paid in August 2002, with respect to the 2001-02 financial
year — including a $7.8 million special dividend.    n.p. Not possible.342 FINANCIAL
PERFORMANCE
MONITORING
FOREST PRODUCTS COMMISSION WESTERN AUSTRALIA
The Forest Products Commission WA (FPCWA) was established in
November 2000 under the Forest Products Act 2000. The FPCWA is responsible
for the commercial production, allocation and sale of forest products from WA’s
native forests and State-owned and State-managed plantations. The FPCWA
controls approximately 2.5  million hectares of native forests and almost another
130 000 hectares of plantations.
In 2001-02, FPCWA received $185 000 in Commonwealth research grants from the
Rural Industry Research and Development Corporations.
Almost 80 per cent (more than $276 million) of FPCWA’s assets are self generating
and regenerating assets (SGARAs). These can fluctuate in value significantly each
year and affect measures of profitability and financial management.1
Pre-tax operating profit in 2001-02 was affected by the correction of a fundamental
error relating to the previous year’s valuation of SGARA assets. The correction
increased this year’s profit by $10.2 million. Operating profit was also affected by
$1.2  million downwards adjustment in the market value of FPCWA’s natural
resource assets. Factoring out the effect of this change, pre-tax operating profit
would have been over 40 per cent lower.
FPCWA is subject to the payment of income tax equivalents in accordance with the
requirements of the Western Australian Income Tax Equivalent Regime (Income
Tax).
                                                     
1  Under AAS35, standing timber — and other self generating and regenerating assets (SGARAs)
— are required to be reported at their net market value. FPC determine net market value by
calculating the net present value of cash flows. Increments and decrements to SGARAs
resulting from market value movements are recognised directly in the statement of financial
performance.FORESTRY 343
FOREST PRODUCTS COMMISSION (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   348




$’000  23 658
Operating sales margin %   21.5
Cost recovery %   127.3
Return on assets %   8.7
Return on equity %   8.4
Financial management
Debt to equity %   33.3
Debt to total assets %   23.6
Total liabilities to equity %   41.0
Interest cover times   4.5
Current ratio %   155.7
Leverage ratio %   141.0
Payments to and from government
Dividends $’000 0
Dividend to equity ratio %   0
Dividend payout ratio %   0
Income tax expense $’000 2 955
CSO funding $’000 0
a 2001-02 is the first year that the Forest Products Commission was included in this report. It was established




Forestry Tasmania was established by the Forestry Act 1920 and subject to the
Government Business Enterprises Act 1995. Forestry Tasmania is responsible for
managing almost 1.6 million hectares of State Forests and plantations. During the
year, 8000 hectares of hardwood and softwood plantations were established.
In 2001-02, the correction of a fundamental accounting error decreased Forestry
Tasmania’s pre-tax operating profit by $12.25 million.1 The impact on operating
performance was partially offset by a separate, $9.6 million upward revaluation in
the net market value of current standing timber assets.2
Changes in accounting polices and a capital restructure had significant affects on
Forestry Tasmania’s equity structure in 2001-02.
In 2001-02, Forestry Tasmania commenced a capital restructure, following a review
by Macquarie Risk Advisory Services. Previously debt free, $14  million in new
borrowings were acquired to finance investment in roads, plantations and other
revenue generating capital items. Forestry Tasmania also completed the sale and
lease-back of its heavy plant and equipment assets — reducing the value of its
holdings of these assets by around 30 per cent.
Several classes of non-current assets were revalued (predominantly downwards) in
2001-02, following the application AASB  1041 from 1  July  2001. This standard
requires assets to be valued on either the cost or fair value basis. The largest
adjustment was to roads and road structure assets, the value of which was reduced
by almost $70 million from its written-down replacement cost valuation in 2000-01.
Forestry Tasmania makes dividend and income tax-equivalent payments to the
Tasmanian Government. It made a dividend payment of $4.9 million in 2001-02.
                                                     
1  In 2000-01, the value of Forestry Tasmania’s standing timber asset was overstated by
$12.25 million, due to an error in the forest valuation model used.
2  Under AAS35, self generating and regenerating assets (SGARAs) are required to be reported at
their net market value. Increments and decrements to SGARAs resulting from market value
movements are recognised directly in the statement of financial performance.FORESTRY 345
FORESTRY TASMANIA (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   811




$’000  9 212
Operating sales margin %   8.6
Cost recovery %   120.2
Return on assets %   1.6
Return on equity %   1.1
Financial management
Debt to equity %   2.0
Debt to total assets %   1.7
Total liabilities to equity %   15.6
Interest cover times   3.3
Current ratio %   138.9
Leverage ratio % 115.6
Payments to and from government
Dividends $’000 4 961
Dividend to equity ratio %   0.7
Dividend payout ratio %   62.2
Income tax expense $’000 1 240
CSO funding $’000 0
a 2001-02 was the first year Forestry Tasmania was included in this report.346 FINANCIAL
PERFORMANCE
MONITORING
ACT FORESTS Australian Capital Territory
ACT Forests operates within the Department of Urban Services (DUS), providing
commercial forest industry products.1 ACT Forests manages 26  900  hectares of
land, including 16 532 hectares of commercial pine and eucalyptus plantations, and
9 000 hectares of other hardwood areas. It also manages non-plantation areas for
conservation purposes and is responsible for protecting natural and cultural heritage
sites.
During 2001-02, ACT Forest’s operations underwent a significant restructure,
following an earlier inquiry into the most appropriate financial structure and
governance arrangements for the entity. The workforce was reduced from 42 to 24,
a Board of Advisors was established and community service obligations (CSOs)
were made transparent.
The ACT Government makes financial contributions, for capital and operating
expenses. In 2001-02, $240  000  in capital contributions was received for the
construction of non-commercial recreation facilities. Almost $1.4 million was also
drawn for operating purposes — primarily to fund redundancies.
Over 80 per cent (around $83 million) of ACT Forest’s assets are self generating
and regenerating assets (SGARAs). These assets can fluctuate in value significantly
each year and affect measures of profitability and financial management.2
Pre-tax operating profit in 2001-02 was affected by a $2.2  million upwards
adjustment in the market value of ACT Forests plantation growing timber asset.
Factoring out the effect of this change, pre-tax operating profit would have been
almost 60 per cent lower. Operating profit was also influenced by $2.1 million in
revenue from insurance recovered following fire damage in December 2001.
ACT Forests has a CSO contract with the ACT Government. In 2001-02, almost
$1.3 million was received for the provision of recreational facilities, education and
advisory services.
No dividends or income tax equivalents are required to be paid by ACT Forests.
                                                     
1  ACT Forests is a branch of the Operations Group of the DUS. For budgeting and reporting
purposes it is established as a department under the Financial Management Act 1996.
2  Under accounting standards (AAS35), standing timber — and other self generating and
regenerating assets (SGARAs) — are required to be reported at their net market value. ACT
Forests engaged an expert consultant (Forsci Pty Ltd) to determine this value. Increments and
decrements to SGARAs resulting from market value movements are recognised directly in the
statement of financial performance.FORESTRY 347
ACT FORESTS (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00 2000-01 2001-02a
Size
Total assets $m   102




$’000  3 943
Operating sales margin %   23.5
Cost recovery %   130.8
Return on assets %   4.0
Return on equity %   4.0
Financial management
Debt to equity %   2.1
Debt to total assets %   2.1
Total liabilities to equity %   4.4
Interest cover times   28.0
Current ratio %   375.5
Leverage ratio %   104.4
Payments to and from government
Dividends $’000 0
Dividend to equity ratio %   0
Dividend payout ratio %   0
Income tax expense $’000 0
CSO funding $’000 1 350






Three Commonwealth government trading enterprises (GTEs) are covered in this
chapter — Airservices Australia, Australia Post and Telstra. These GTEs vary
significantly in size and in the range of services that they provide.
For a discussion of the data and the performance indicators used and some of the





Airservices Australia (ASA) was established in July 1995 under the Air Services Act
1995, and is responsible for providing and managing Australia’s air navigation and
air traffic services infrastructure.
Terminal navigation charges are levied for the use of terminal navigation facilities
and services for each landing, practice instrument approach or practice instrument
approach immediately followed by a landing at an aerodrome with a control service
for aircraft. These charges vary with maximum take-off weight of the aircraft, the
time services are used and whether the aerodrome is located in a capital city.
Location-specific pricing was introduced for airport fire fighting and rescue services
in July 1997 and for terminal navigation in July 1998. The aim of these pricing
reforms was to reflect the cost of providing services at individual airports. Since
then, average real prices to users have fallen by 25 per cent.
ASA’s operating profit was almost 60 per cent lower in 2001-02, mainly due to a
12  per  cent reduction in revenues — a result of the downturn in the aviation
industry (post September 11) and the collapse of Ansett and its subsidiaries. Lower
operating costs partly offset the impact of the reduction in revenue on the operating
result.
ASA received a $7  million Commonwealth Government community service
obligation (CSO) payment in 2001-02 aimed at enabling it to continue to cap prices
at regional and General Aviation Airport Procedures airports. ASA also internally
funds a number of non-commercial community service activities, including a
telephone complaints service regarding aircraft noise, aircraft noise and flight path
monitoring, and the provision of environmental information.1
ASA is required to make both tax-equivalent and dividend payments. The dividend
in 2001-02 represents a final dividend of $11.4  million for the year ending
30 June 2001.
                                             
1 In 2001-02, ASA estimated that non-commercial community services activities cost
$12.3  million. This covered several activities including a shortfall in the subsidy used to
maintain price capping ($6.8 million), provision of environmental information ($3.5 million),




Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99b 1999-00c 2000-01 2001-02
Size
Total assets $m   747   671   619   592   585




$’000 -48 012 -173 178  78 291  86 695  36 118
Operating sales margin % -6.1 -27.2   13.4   15.4   7.3
Cost recovery %   107.0   108.0   110.0   116.7   106.4
Return on assets % -4.9 -23.1   13.3   15.5   7.2
Return on equity % -9.2 -44.8   15.9   23.2   9.9
Financial management
Debt to equity %   49.8   48.3   42.3   40.7   38.8
Debt to total assets %   22.7   14.5   15.5   16.5   17.0
Total liabilities to equity %   121.7   214.3   162.0   140.9   126.2
Interest cover times -  3.1 -17.9   11.0   13.0   6.7
Current ratio %   2.6   46.8   85.5   76.5   194.3
Leverage ratio % 221.7 314.3 262.0 240.9 226.2
Payments to and from government
Dividends $’000 5 950 0 13 000 22 100 11 400
Dividend to equity ratio %   1.7 0   5.8   9.2   4.5
Dividend payout ratio % -18.0 0   36.4   39.5   45.9
Income tax expense $’000 -15 025 -49 815 42 544 30 744 11 269
CSO funding $’000 0 11 000 11 000 7 000 7 000
a Includes abnormal expenses of $81 million from charges to profits for: litigation, separation and redundancy
payments; direct project costs arising from major organisational restructuring; revaluation decrement on
infrastructure, plant and equipment; and provision for early retirement benefits and staff termination payments.
b Includes abnormal expenses of $228 million from: separation and redundancy payments; devaluation of
property, plant and equipment; Business Transformation Program costs; year 2000 direct project costs; Avgas
refund; and provisions for litigation. c Includes abnormal revenue of $21.1 million generated by the write-back
of legal provisions and asset sales.  Successful outcomes in litigation enabled the write-back of legal





Australia Post was established in 1975 and corporatised in 1989 under the
Australian Postal Corporation Act 1989. Its principal activities are letter delivery,
parcel delivery, third party agency services (receiving bill payments for other
companies) and the sale of postal products and merchandise. Australia Post holds a
legislative monopoly for the processing and distribution of letters under 250 grams.
Pre-tax operating profit in 2001-02, was 3  per  cent lower than that reported in
2000-01, due mainly to the absence of several one-off factors that contributed to the
previous year’s result — including asset sales and a reduction in redundancy
expenses.
Debt levels have been stable since 1998-99 after an increase in the level of debt was
recorded in 1997-98. As a result, debt to equity and debt to total assets ratios have
declined since 1998-99. Increases in operating profit over recent years have also
resulted in a rise in interest cover.
Australia Post is subject to all taxes and pays dividends to the Commonwealth
Government. In 2001-02, almost $292  million was provided for or paid to the
government by way of dividends. This comprised of the payment of an interim
dividend of $83 million and a $90 million ‘special’ dividend in April 2002, with
further dividends of $119  million ($27  million as a ‘special’ dividend) being
provided for.
Australia Post is required to internally fund two non-commercial activities. It must
provide a letter service which reasonably meets community at a uniform price. In
addition, Australia Post must ensure that performance standards for the letter
service reasonably meet the social, industrial and commercial needs of the
Australian community.1 The uniform standard letter service remained unchanged at
45 cents during the reporting period.2
Since 1989, the Commonwealth Government has directed Australia Post to provide,
free of charge, pensioner mail redirection for the first month after a pensioner
changes address. Australia Post estimated that this Ministerial direction cost around
$4 million in 2001-02.
                                             
1  Australia Post receives no financial assistance from the Government to meet these CSOs. The
cost of CSOs was estimated by Australia Post to be $88  million for 2000-01 using the
avoidable cost methodology.
2 The price for this service increased to 50 cents in January 2003.COMMONWEALTH
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 AUSTRALIA POST (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99 1999-00b 2000-01 2001-02
Size
Total assets $m  2 736  2 854  3 037  3 199  3 229




$’000  335 200  373 000  391 900  402 100  391 600
Operating sales margin %   10.3   11.0   10.9   11.2   10.7
Cost recovery %   113.0   112.5   113.5   112.7   112.0
Return on assets %   13.4   14.2   14.4   14.0   13.1
Return on equity %   26.3   27.1   25.0   24.7   24.9
Financial management
Debt to equity %   52.2   54.7   47.8   47.5   46.5
Debt to total assets %   16.8   19.0   18.0   17.0   16.5
Total liabilities to equity %   218.9   194.3   173.8   186.6   183.3
Interest cover times   17.0   15.8   13.3   13.1   14.8
Current ratio %   90.6   87.9   93.8   100.2   108.8
Leverage ratio % 318.9 294.3 273.8 286.6 283.3
Payments to and from government
Dividends $’000 215 100 148 700 155 700 274 500 291 800
Dividend to equity ratio %   25.1   16.3   15.0   24.7   25.9
Dividend payout ratio %   95.6   60.0   60.0   100.0   103.7
Income tax expense $’000 110 200 125 200 132 400 127 600 110 200
CSO fundingc $ ’ 0 0 00000 0
a Net abnormal expenses of $41.2 million came from charges resulting from year 2000 software modification
costs, and charges resulting from a bond rate movement effect on employee entitlement provisions. b Net
abnormal expenses of $34  million incurred for year 2000 compliance and GST implementation costs.
c  Australia Post internally funds a standard letter service. This was estimated by Australia Post to cost
$92 million in 2000-01. A Commonwealth Government direction in 1989 to provide free mail redirection for






Telstra Corporation Limited was established in April 1993 and operates under the
Telecommunications Act 1997. Telstra’s principal activities include providing
telephone exchange lines, local and long-distance phone services, international
services, mobile services, and a range of data, Internet and on-line services.
In 2001-02, revenue and pre-tax operating profit fell by 9 per cent and 12 per cent
respectively, compared with 2000-01. This was the first occasion when the reported
revenue and operating profit were lower than in the preceding year. Revenue fell —
despite an 8 per cent increase in sales revenue — mainly due to reduced income
from asset sales ($3.3 billion in 2000-01). The fall in operating profit was offset
partly by a reduction in expenses of 8 per cent.
Telstra reduced its level of debt by $264 million (2 per cent) in 2001-02, the first
reduction since 1998-99. The reduction in debt had the effect of lowering the debt to
equity, debt to total assets, liabilities to equity and leverage ratios.
Telstra is subject to all taxes and pays dividends to its shareholders.1 Some of the
variability in the dividend payout ratio over the reporting period can be explained
by a ‘special’ dividend payment of $2.1 billion in 1998-99.
Telstra’s Universal Service Obligation (USO) requires that standard telephone
services, including services for the disabled, public payphones and prescribed
carriage services, are reasonably accessible to all people in Australia on an equitable
basis, wherever they reside or carry on business. Telstra is also subject to the Digital
Data Obligation (DDO), and must provide reasonable and equitable access on a
64 kbps ISDN service or a broadly comparable satellite downlink service to at least
96 per cent of the Australian population.
Telstra does not receive government funding for the USO or DDO.2
                                             
1  Telstra was first partially privatised in November 1997, when 33 per cent of the Corporation
was floated. The second sell-off of 16 per cent occurred in October 1999. The Commonwealth
Government retains 50.1 per cent of issued shares.
2 T he net cost of universal service provision in 2001-02 was shared among carriers based on the
proportion of eligible telecommunications revenue. Telstra estimated that it funded over




Performance indicators 1997-98 to 2001-02
Units 1997-98 1998-99 1999-00a 2000-01b 2001-02
Size
Total assets $m  26 470  27 682  30 339  37 473  37 597




$’000 4 468 000 5 320 000 5 349 000 6 297 000 5 446 000
Operating sales margin %   29.2   32.1   29.9   30.2   29.9
Cost recovery %   141.3   147.4   148.7   143.4   142.6
Return on assets %   19.5   21.8   20.6   20.8   16.9
Return on equity %   31.0   32.6   33.5   32.1   26.2
Financial management
Debt to equity %   69.7   70.1   84.6   102.0   97.3
Debt to total assets %   29.5   26.6   33.9   41.3   36.6
Total liabilities to equity %   138.9   168.9   161.5   173.1   166.5
Interest cover times   8.0   10.2   9.5   9.2   7.1
Current ratio %   52.8   44.8   51.9   67.4   77.5
Leverage ratio % 238.9 268.9 261.5 273.1 266.5
Payments to and from government
Dividendsc $’000 1 802 000 4 247 000 2 316 000 2 445 000 2 830 000
Dividend to equity ratio %   17.1   39.7   21.2   19.3   20.3
Dividend payout ratio %   55.3   121.8   63.1   60.2   77.5
Income tax expense $’000 1 211 000 1 832 000 1 676 000 2 236 000 1 796 000
CSO funding $’000 0 0 0 0 0
a Includes abnormal expense of $574 million for planned and actual redundancies. b Includes net unusual
revenues of $600 million, mainly relating to the sale of a global wholesale business, acquisition costs and
superannuation adjustments. c Since 1998-99, part of Telstra’s dividend payments have been made to private
shareholders. A ‘special’ dividend of $2.1 billion was paid in 1998-99.MONITORED GTES 357
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Hunter Water Corporation Water
Sydney Water Corporation Water
Sydney Catchment Authority Water
State Transit Authority Urban Transport
State Rail Authority of NSW Railways
Rail Infrastructure Corporation Railways
Newcastle Port Corporation Ports
Port Kembla Port Corporation Ports




City West Water Water
Melbourne Water Corporation Water
South East Water Water
Yarra Valley Water Water
Coliban Water Water
Goulburn Valley Water Water
Central Gippsland Water Water
Central Highlands Water Water
Southern Rural Water Water






Wimmera Mallee Water Water
Goulburn–Murray Water Water
Sunraysia Rural Water Water
Melbourne Port Corporation Ports











Gladstone Port Authority Ports
Port of Brisbane Corporation Ports
Cairns Port Authority Ports
Townsville Port Authority Ports
Ports Corporation of Queensland Ports
Mackay Port Authority Ports
DPI Forestry Forestry
South Australia






Western Australian Government Railways Commission Railways
Bunbury Port Authority Ports
Fremantle Port Authority Ports
Port Hedland Port Authority Ports
Dampier Port Authority Ports
Geraldton Port Authority Ports
Albany Port Authority Ports
Forest Products Commission Forestry







Hobart Regional Water Authority Water
Cradle Coast Water Water
Esk Water Authority Water
Metro Tasmania Pty Ltd Urban Transport
Burnie Port Corporation Ports
Hobart Ports Corporation Ports
Port of Devonport Corporation Ports




ACTION Authority Urban Transport
ACT Forests Forestry
Northern Territory
Power and Water Authority Electricity/Water
Darwin Port Authority Ports
Commonwealth
Snowy Mountains Hydro-Electric Authority Electricity
Australian Rail Track Corporation Railways
Airservices Australia Other Commonwealth
Australia Post Other Commonwealth
Telstra Corporation Other CommonwealthCORPORATISATION
FRAMEWORK
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B Corporatisation framework in
Australian jurisdictions
Information on selected external governance provisions for the monitored GTEs
operating in all nine Australian jurisdictions is presented in this appendix.
The information draws on the main corporatisation Acts in each jurisdiction and,
where relevant, other legislation that establishes the governance framework for the
monitored GTEs.
Four tables covering the following are presented for each jurisdiction:
•   the key corporatisation Acts and other legislation;
•   arrangements for objective and goal setting;
•   governing board responsibilities and authority; and
•   accountability and auditing.
The summary information was used to examine the selected governance
arrangements reported in chapters 4,  5  and  6. Research conducted in following
years will also draw on this information.362 FINANCIAL
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Covers most NSW GTEs with the exception of the Sydney Catchment




Applies only to GTEs established as ‘company’ State Owned





Applies to all NSW GTEs. Provides the framework for GTEs to borrow,




Applies to around 45 per cent of State Forest’s employees — mainly
those engaged in management; administration and technical roles.
Public Finance and
Audit Act 1983
Audit arrangements apply to all NSW GTEs. Provisions covering





Applies to all GTEs. Covers the preparation and requirements for the




Applies to all NSW GTEs.c
Freedom of Information
Act 1989
Applies to all NSW GTEs.
a The Sydney Catchment Authority is corporatised under the Sydney Water Catchment Management Act
1998, the State Transit Authority and the State Rail Authority under the Transport Administration Act 1988 and
State Forests under the Forestry Act 1916. b There are currently no ‘company’ State Owned Corporations
established under the Act. c ‘Company’ State Owned Corporations are exempted from parts of the Act (State
Owned Corporations Act 1989, s. 36).CORPORATISATION
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The State Owned Enterprises Act 1992 covers metropolitan retail water
GTEs. The main corporatisation Act for the Melbourne Water
Corporation is the Melbourne Water Corporation Act 1992. Port GTEs
are corporatised under the Port Services Act 1995. Non-metropolitan
water GTEs operate under the Water Act 1989.a
Corporations Act 2001
(Cth)
Covers the metropolitan retail water GTEs.
Financial Management
Act 1994
Covers all Victorian GTEs. Includes requirements to prepare an annual
report of operations.
Audit Act 1994 Covers all Victorian GTEs. Includes provisions on the timing and




Covers all Victorian GTEs. Establishes the framework for the borrowing
and investing activities for certain statutory authorities. Includes




Does not apply to any Victorian GTEs. Specific exclusions are included
for board members in the Water Act 1989 (Schedule 1, cl. 2) and the
Port Services Act 1995 (Schedule 1).
Freedom of Information
Act 1982
Covers all Victorian GTEs. Includes provisions for access to information.
Whistleblowers
Protection Act 2001
Covers all Victorian GTEs. The purpose of the Act is to encourage and
facilitate the making of disclosures of improper conduct by public officers
and public bodies.
a The term ‘non-metropolitan’ is used to describe GTEs supplying urban water services in regional Victoria
(‘regional urban authorities’) and rural water suppliers (‘rural water authorities’) (see chapter 8).364 FINANCIAL
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All of the monitored Queensland GTEs — except DPI Forestry — are
corporatised under this Act.a
Corporations Act 2001
(Cth)
Applies only to ‘company’ Government Owned Corporations.b
Public Service Act 1996 Does not apply to any GTEs, except DPI Forestry.
Judicial Review Act
1991
Does not apply to the ‘excluded activities’ of a.
Freedom of Information
Act 1992
Does not apply to the ‘excluded activities’ of a Government Owned
Corporation.
Financial Administration
and Audit Act 1977
For ‘company’ Government Owned Corporations, the Act applies mainly
to auditing and annual reporting requirements. The Act applies in full to
the other Queensland GTEs.
a DPI Forestry is a Commercial Business Group of the Department of Primary Industries. DPI’s corporate
governance arrangements are similar to those established for government departments in Queensland.
b  ‘Company’ Government Owned Corporations are incorporated or registered under the Corporations Act
2001 (Cth) — these include all electricity GTEs except for Enertrade. The remainder are ‘statutory’
Government Owned Corporations and are not registered under the Corporations Act 2001 (Cth). The
provisions for annual reports and auditing are included in the Government Owned Corporations Act 1993, but
are based on the Financial Administration and Audit Act 1977.CORPORATISATION
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The Public Corporations Act 1993 applies to all monitored SA GTEs —
SA Water, TransAdelaide and ForestrySA. These GTEs have their own
establishing Acts — the South Australian Water Corporation Act 1994,
the TransAdelaide (Corporate Structure) Act 1998 and the South
Australian Forestry Corporation Act 2000.
Corporations Act 2001
(Cth)
Does not apply to any SA GTEs.
Public Finance and
Audit Act 1987
Applies to all SA GTEs. Establishes arrangements for the audit of
financial statements by the Auditor-General.
Freedom of Information
Act 1991
Applies to all SA GTEs.
Whistleblowers
Protection Act 1993
Applies to all SA GTEs.366 FINANCIAL
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GTEs operating in the water, electricity, ports and forestry sectors each
have their own corporatisation Act.a The Western Australian Government
Railways Commission (WAGRC) operates under the Western Australian
Government Railways Act 1904.
Corporations Act 2001
(Cth)
Except for the WAGRC and the Forest Products Commission, parts of
the Act apply for accounting standards, accounting records and annual
financial reports. For water and electricity GTEs, the Act applies for the
fiduciary duties of directors.
Public Service
Management Act 1994




Applies in full to all WA GTEs.
Financial Administration
and Audit Act 1985
Fully applicable to the WAGRC and the Forest Products Commission.





Applies to all WA GTEs and requires them to disclose expenditure for
polling; direct mail organisations; advertising agencies; market research;
and media advertising organisations’ costs.
a The relevant Acts are the Water Corporation Act 1995, Electricity Corporation Act 1994, Port Authorities Act
1999 and the Forest Products Act 2000.  b The provisions in the relevant corporatisation Acts are either based
on the Financial Administration and Audit Act 1985, or the corporatisation Acts make reference to parts of the
Financial Administration and Audit Act 1985 directly.CORPORATISATION
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Corporatised GTEs in Tasmania fall into three categories,
Government Business Enterprises (GBEs) — established by the
Government Business Enterprises Act 1995 (GBE Act).a
State-owned Companies (SOCs) — covering electricity and port
companies.b The remaining SOCs, including Metro Tasmania, are
established under their own Acts.c
Local government Joint Authorities — established under the Local
Government Act 1993. d
Corporations Act 2001
(Cth)
SOCs are incorporated under the Act.
Definitions used in the Act are referred to throughout the GBE Act.
Financial Management
and Audit Act 1990
The Auditor-General is required to audit each Government Business
Enterprise
a  The GBEs monitored in this reports are the Hydro-Electric Corporation and Forestry Tasmania. b The
relevant Acts are the Electricity Companies Act 1997 and the Port Companies Act 1997. c Metro Tasmania
Act 1997. d Division 4 of the Act, as amended in 1999. The GTEs covered in this report that have been








ACTEW Corporation corporatised in 1995, under the Territory Owned
Corporations Act 1990.
The ACTION Authority was established as a statutory body corporate
under the ACTION Authority Act 2001.
ACT Forests has not been corporatised. It remains a public trading
enterprise under the Department of Urban Services. For budgeting and
reporting requirements it is classified as a government department.
Financial Management
Act 1996
Outlines budget guidelines and financial responsibilities for government
departments — including ACT Forests.
Public Sector
Management Act 1994
Sets employment conditions for staff at ACT Forests and for non-
executive staff at the ACTION Authority.
Auditor General Act
1996








The Power and Water Corporation operates under the Government
Owned Corporations Act and the Darwin Port Corporation operates under
the Darwin Port Corporation Act.a
Corporations Act 2001
(Cth)
Board members of the Power and Water Corporation are subject to the
duties and liabilities of directors as specified in the Act. Financial
statements must also comply with the Act’s requirements.
The Darwin Port Corporation is excluded from Part 1.1A of the Act (Darwin








Requires the preparation of financial statements by the Power and Water
Corporation and the Darwin Port Corporation in a form as directed by the
Treasurer. Requires these to be forwarded to the Auditor-General for
auditing (s. 10).
Procurement Act 1995 Applies to the Power and Water Corporation and the Darwin Port
Corporation, except if the Power and Water Corporation has developed a
separate Procurement Policy that has been approved by the portfolio
minister.
Audit Act Establishes the office of the Auditor-General and his or her duties in
regard to audits.
a Chapter 7 (Electricity) reports on the financial performance of the Power and Water Authority (PAWA). The
PAWA was renamed the Power and Water Corporation in July 2002 following its establishment as a
Government Owned Corporation under the Government Owned Corporations Act.370 FINANCIAL
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Airservices Australia is a Government Owned Commercial Authority, it
was corporatised under the Airservices Act 1995.
Australia Post was established a corporatised GTE by the Australian
Postal Corporation Act 1989.
Telstra was corporatised under the Telsra Corporation Act 1991, Snowy
Hydro (formerly the Snowy Mountains Hydro-Electric Authority) was




Covers each wholly-owned Commonwealth Government Business
Enterprise. Under the Act’s regulations, these include; Australia Post,
Australian Rail Track Corporation, Snowy Hydro and Telstra Corporation.
Reporting and accountability requirements for Airservices Australia are
set out in the Act.
The Act also specifies penalties for breaches of the governance
arrangements.
Corporations Act 2001 The Act applies to all Commonwealth GTEs. Key governance features of




Table B.10 Key arrangements for objective and goal setting — New South
Wales, 2003
Responsible minister(s)
Most NSW GTEs (except the Sydney Catchment Authority (SCA), State Transit Authority (STA),
State Rail Authority (SRA) and State Forests) have two ‘voting shareholders’, each of whom has
an equal number of shares and rights in the GTE. The shareholders are the Treasurer and
another minister nominated by the Premier (SOC Act, s. 20H).a
The SCA, SRA, STA and State Forests do not have voting shareholders. The portfolio minister
for each of these GTEs (SCA — Minister for Environment; SRA and STA — Minister for
Transport; State Forests — Minister for Forestry) is responsible for oversight.
Planning
Electricity, port, water GTEs (except the SCA), and the Rail Infrastructure Corporation (RIC) are
required to prepare and submit a draft ‘statement of corporate intent’ (SCI) to voting shareholders
(SOC Act, s. 21). The SCI covers the next three financial years and must include its objectives;
main undertakings; nature and scope of activities; accounting policies to be applied; performance
targets or other measures that allow for comparison against stated objectives; type of information
to be supplied to the voting shareholders during the course of a year; and other matters agreed
on by the voting shareholders from time-to-time (SOC Act, s. 22). The board must consider and
consult in good faith with the voting shareholders prior to delivering the final SCI within 3 months
after the commencement of the financial year (SOC Act, s. 21). The SCI’s are to be tabled in
Parliament within 14 sitting days after the voting shareholders receive it (SOC Act, s. 26).
The SCA board is required to prepare a ‘statement of financial framework’ for adoption by the
Minister and Treasurer. The statement is to include, but not limited to a statement of financial
purpose and provisions for dividend, tax-equivalent and guarantee fee payments. It may be
amended or replaced from time-to-time on the recommendation of the board (SWCM Act, s. 34).
The statement is to be presented to Parliament within 14 days of adoption (SWCM Act, s. 40).
The SCA is also required to prepare and compile indicators to allow performance comparisons
from year-to-year under the terms of its operating licence (SWCM Act, s. 26).
The STA and SRA are required to prepare and deliver a ‘corporate plan’ to the Minister at least
3 months before the beginning of each financial year. Corporate plans are required to specify the
separate commercial and non-commercial activities undertaken; the objectives for each separate
activity for the current and future financial years; the strategies, policies and budgets for
achieving those objectives in relation to each separate activity; and targets and criteria for
assessing each Authority’s performance. The boards must consider any comments by the
Minister on the drafts within 2 months after the plan was delivered to the Minister and deliver the
final plan to the Minister prior to the commencement of the financial year concerned. Draft plans
must be made available to the public for comment. Final plans must be publicly available, except
for information that is of a commercially sensitive nature (TA Act, s. 15).
The Forestry Act 1916 does not include provisions covering planning.
Note SOC Act (State Owned Corporations Act 1989), SWCM Act (Sydney Water Catchment Management Act
1998), TA Act (Transport Administration Act 1988). a In the case of the SWC, the Premier may not nominate
the portfolio minister nor the Minister administering the Environmental Planning and Assessment Act 1979, the
Water Management Act 2000, the Protection of the Environment Administration Act 1991 or the Public Health
Act 1991 (SW Act, s. 6). In the case of the RIC, the portfolio minister is not eligible to be a voting shareholder






Most GTEs in NSW have a number of principal objectives. In some cases, corporatisation Acts
prescribe a hierarchy of objectives or state that they are of equal importance. In others, there is
no guidance as to whether there is a hierarchy of objectives. Usually, one of these is related to
operating the business in a commercial or efficient manner. Other objectives relate to the specific
sector in which GTEs operate. For example, port GTEs are required to promote and facilitate
trade through their port facilities; the Sydney Catchment Authority (SCA) is required to conduct
its operations in compliance with principles of ecologically sustainable development where its
activities affect the environment; and the Rail Infrastructure Corporation is to ensure that the
NSW rail network enables safe and reliable passenger transport and freight service to be
provided in an efficient, effective and financially responsible manner (SOC Act, s. 20E; PCWM
Act, s. 9; SWCM Act, s. 14; TA Act, ss. 4A, 19D, 20A; Forestry Act, s. 8A).
Objectives and goal setting
For most NSW GTEs (excluding the SCA, SRA, State Transit Authority and State Forests),
objectives and goals (‘performance indicators’) are required to be included in the statement of
corporate intent (SCI).
In addition to its SCI, the Sydney Water Corporation (SWC) is required to report against goals
specified in its operating licence (SW Act, s. 14). The SWC must also adopt targets for pollution
reduction (SW Act, s. 23).
The SCA is required to report against goals specified in its operating licence and its ‘Statement of
Financial Framework’ may also include goals (SCWA, s. 25 and s. 34)
The STA and SRA corporate plans are required to include objectives and targets for assessing
performance (TA Act, s. 15 and s. 31).
The Forestry Act 1916 does not include provisions covering objectives and goal setting.
Negotiating objectives and goals
For those GTEs required to prepare SCIs, drafts are forwarded to the voting shareholders no
later than one month after the commencement of the financial year. The board must consider any
comments by the voting shareholders within two months after the commencement of the financial
year. The board is required to consult in good faith with the voting shareholders about comments,
and make changes to the draft as agreed with the voting shareholders. A completed SCI must be
delivered to the voting shareholders within three months after the commencement of the financial
year (SOC Act, s. 21).
For the SRA and the STA, draft corporate plans must be forwarded to the Minister at least three
months before the beginning of the financial year. The board must consider any comments within
two months after the draft was delivered to the Minister. A completed plan must be delivered to
the Minister before the beginning of the financial year. The draft corporate plan must be available
for public comment for at least 30 days and the board is to have regard for submissions it
receives.
The Statement of Financial Framework is prepared by the SCA and ‘adopted’ by the Minister and
Treasurer (SWCM Act, s. 34).
Note SOC Act (State Owned Corporations Act 1989); TA Act (Transport Administration Act 1988); SWCM Act
(Sydney Water Catchment Management Act 1998). SW Act (Sydney Water Act 1994); PCWM Act (Ports






Resolving conflict between goals and objectives
For the Sydney Catchment Authority (SCA), State Forests and port GTEs, legislation does not
indicate how to balance its principal objectives.
The portfolio minister may direct most GTEs (except State Forests, the Rail Infrastructure
Corporation (RIC), and the State Rail Authority to perform activities that the board considers are
not in the interests of the GTE. In some cases GTEs may be reimbursed by the Treasurer for the
provision of these activities (SOC Act, s. 20N; TA Act, s. 29; SWCM Act, s. 11). In the case of the
SCA, the Minister must publish a direction in the government gazette as soon as practical after it
is given (SWCA Act, s. 11).
In the case of the RIC, if the board considers that complying with the direction may cause
significant variation in its approved financial outcomes, it must request the Minister to review the
direction (TA Act, s. 19FA; SWCM Act, s. 11).
Note SOC Act (State Owned Corporations Act 1989); TA Act (Transport Administration Act 1988); SWCM Act
(Sydney Water Catchment Management Act 1998).374 FINANCIAL
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Table B.11 Key arrangements for objective and goal setting — Victoria,
2003
Responsible minister(s)
In the case of the Melbourne Water Corporation (MWC) and the metropolitan retail water GTEs,
the Minister for Water and the Treasurer have a role in planning and monitoring.
Non-metropolitan water GTEs report to the Minister for Water.
In the case of the port GTEs, the Minister for Ports and the Treasurer have a role in planning and
monitoring.
Planning
All GTEs are required to produce an annual corporate plan. The corporate plan is required to
include: a statement of corporate intent (SCI); a business plan containing such information as the
Minister or Treasurer requires; and financial statements containing such information as the
Treasurer requires (PS Act, s. 33; SOE Act, s. 41; Water Act, s. 247).a
The SCI must specify information for the next three financial years including the business
objectives of the GTE and of its subsidiaries; the main undertakings of the GTE and of its
subsidiaries; the nature and scope of activities to be undertaken by the GTE and its subsidiaries;
the accounting policies to be applied in the accounts; the performance targets and other
measures by which the performance of the GTE and of its subsidiaries may be judged in relation
to their stated business objectives; the kind of information to be provided to the Minister and
Treasurer by the GTE during the course of those financial years; and other matters as may be
agreed on with the Minister and Treasurer from time-to-time (PS Act, s. 34; SOE Act, s. 42;
Water Act, s. 248).a
In the case of the MWC, the corporate plan must be a 3-year rolling plan and set out the
objectives of the MWC and its subsidiaries; outline the overall strategies and policies that the
MWC and its subsidiaries are to follow to achieve the objectives; include a statement of the
services the MWC expects to provide and the standards expected to be achieved in providing
those services; include such performance indicators and targets (whether financial or
operational) as the Board considers appropriate; and may include such other information as the
Board considers appropriate (MWC Act, s. 34, s. 35).
The MWC’s corporate plan must include a financial target; outline the overall financial strategies
for the MWC and its subsidiaries including the setting of tariffs, charging, borrowing, investment,
and purchasing and disposal strategies; include a forecast of the revenue and expenditure of the
MWC and its subsidiaries including a forecast of capital expenditure and borrowings; include
details of the significant tariffs and charges expected to be raised by the MWC and the basis on
which those tariffs and charges are to be raised; and may include such other financial information
as the Minister, Treasurer or Board considers appropriate (MWC Act, s. 36).
The boards of port GTEs and metropolitan retail water GTEs must give a copy of the proposed
corporate plan (including its SCI) to the portfolio minister and Treasurer on or before 31 May
each year. The board must consider any comments on the proposed plan made to it by the
Treasurer or the relevant Minister and consult in good faith with them. The board and must
deliver the completed plan to the Treasurer and relevant Minister within two months after the
commencement of the financial year. The plan, or any part of the plan, must not generally be
published or made available without the prior approval of the board, the Treasurer and the
relevant Minister (PS Act, s. 33; SOE Act, s. 41).
Note Water Act (Water Act 1989); PS Act (Port Services Act 1995), SOE Act (State Owned Enterprises Act
1992), MWC Act (Melbourne Water Corporation Act 1992). a The Treasurer is not a party to the Corporate





Objectives and goal setting (continued)
For the non-metropolitan water GTEs, the board must submit a copy of the proposed corporate
plan (including the statement of corporate intent on or before the date specified by the Minister. If
no date is specified, the board must submit the plan at least two months before it intends to
implement the plan or any part of it. The board may implement the proposed corporate plan 2
months after it is submitted to the Minister unless the Minister, within that time, directs in writing
(and after consultation with the board) any variations that the Minister thinks fit to be made. Any
directions by the Minister must be published in the Government Gazette (Water Act, s. 247).
In the case of the Melbourne Water Corporation (MWC), when the Board submits a new or
revised a corporate plan to the Minister and Treasurer, the Minister or the Treasurer may, within
60 days after receiving a copy of a prepared plan or within 30 days after receiving a copy of a
revised plan and after consultation with the Board, direct the Board to vary any aspect of the
plan, including the period to which it relates (MWC Act, s. 39).
Operating principles
The metropolitan retail water GTEs have a principal objective to perform their functions for the
public benefit by operating their businesses or pursuing their undertakings as efficiently as
possible consistent with prudent commercial practice; and maximising its contribution to the
economy and well being of the State (SOE Act, s. 18). The MWC also has a commercial
obligation to perform its functions in a manner consistent with sound commercial practice as far
as practicable (MWC Act, s. 12).
The Victorian Channels Authority’s objective is to manage channels in port waters for use on a
fair, reasonable and commercial basis (PS Act, s. 20).
The Melbourne Port Corporation’s objective is to carry on the business of being the land
manager of the Melbourne port area by: planning and co-ordinating the development of port land
and infrastructure within that area; and making that land and infrastructure available to port
service providers. It must do so in a manner that is economically efficient and that encourages
competition among port service providers (PS Act, s. 12).
The Act governing the operation of non-metropolitan water GTEs (Water Act) does not include a
section on operating principles. However, in undertaking its main functions, each GTE must
perform its functions in an environmentally sound way, having regard to the need to preserve
aspects that have landscape and fauna and flora values (Water Act, ss. 163, 173 and 190).
Resolving conflict between goals and objectives
For the Victorian Channels Authority, the Melbourne Port Corporation and metropolitan retail
water GTEs, the Treasurer, after consultation with the Minister, may direct the GTE to perform, or
cease to perform, certain [non-commercial] functions that the Treasurer considers in the public
interest but that may cause it to suffer financial detriment. The GTE may be reimbursed by an
amount determined by the Treasurer (PS Act, s. 38; SOE Act, s. 45).
For the MWC, the Minister may give the board a written direction. If the Board satisfies the
Minister that it has suffered financial detriment as a result of complying with a direction, the MWC
may be entitled to be reimbursed (MWC Act, s. 46).
Note Water Act (Water Act 1989); PS Act (Port Services Act 1995), SOE Act (State Owned Enterprises Act
1992), MWC Act (Melbourne Water Corporation Act 1992).376 FINANCIAL
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Table B.12 Key arrangements for objective and goal setting — Queensland,
2003
Responsible minister(s)
GTEs operating under the GOC Act have two responsible ministers — referred to as ‘voting
shareholders’. All voting shareholders must act jointly on all matters (GOC Act, s. 84).
‘Statutory’ GOCs must have two voting shareholders — the GOC Minister and the Portfolio
Minister (GOC Act, s. 71 and s. 73).a Each shareholder must have an equal number of shares
and equal rights (GOC Act, s. 72).
‘Company’ GOCs must have five shareholders, 2 of whom are voting shareholders (GOC Act,
s. 76 and s. 77). The ‘voting shareholders’ are the GTE Minister and the Portfolio Minister.
Non-voting shareholders are nominated by the Premier by gazette notice (GOC Act, s. 79).b
Voting shareholders have an equal number of shares and voting rights (GOC Act, s.78).
The responsible minister for DPI Forestry is the Minister for Primary Industries and Rural
Communities.
Planning
All GTEs — except DPI Forestry — are required to produce an annual 5-year corporate plan and
a statement of corporate intent — a one-year plan (GOC Act, s. 103 and s. 111).c The statement
of corporate intent must be consistent with the corporate plan (GOC Act, s. 113).
The GTE Minister may issue guidelines on what is to be included in the corporate plan (GOC Act,
s. 105). Statements of corporate intent must contain goals for the upcoming year and may
require information on the GTE’s main financial activities. As well, it must include community
service obligations and employment and industrial relations plans (GOC Act, s. 122 and s. 171).d
GTEs plans must be agreed to by the voting shareholders (GOC Act, s. 118). Statements of
corporate intent must be published in annual reports (GOC Act, s. 131).
Planning for DPI Forestry is part of the overall planning framework of the Department of Primary
Industries.
Operating principles
For all GTEs — except DPI Forestry — key objectives are to be commercially successful in the
conduct of their activities and efficient in the delivery of community service obligations, as
measured against financial and non-financial performance targets (GOC Act, s. 20).
DPI Forestry does not have any legislated operating principles.
Objectives and goal setting
For all GTEs — except DPI Forestry — statements of corporate intent must include financial and
non-financial performance targets (GOC Act, s. 114). They may include objectives (GOC Act,
s. 115).
Planning for DPI Forestry is part of overall planning framework of the Department of Primary
Industries.
Note GOC Act (Government Owned Corporations Act 1993). a The Portfolio Minister is responsible for the
administration of the Act that establishes or provides for management of the GTE. The GTE Minister is the
Treasurer. b In practice, the non-voting shareholders are the same for all company GTEs and are the most
senior cabinet members outside of the voting shareholders. c These plans apply to all subsidiaries as well. d It
must include information on all major employment and industrial relations issues including: remuneration





Negotiating objectives and goals
For all GTEs — except DPI Forestry — the voting shareholders may return draft corporate plans
and statements of corporate intent and require boards to revise aspects. If draft corporate plans
and statements of corporate intent have not been agreed to one month prior, and at the
commencement of the financial year respectively, the shareholding ministers may direct the
board to take steps to modify the plans (GOC Act, s. 107 and s. 117).e Such directions must be
published in the gazette within 21 days of being given.
Planning for DPI Forestry is part of overall planning framework of the Department of Primary
Industries.
Resolving conflict between goals and objectives
For all GTEs, the community service obligations that are to be performed are specified in
statements of corporate intent (GOC Act, s. 122). Information must include the nature of
community service obligations and the costing of, and funding for, carrying out the obligations.
Planning for DPI Forestry is part of overall planning framework of the Department of Primary
Industries.
Note GOC Act (Government Owned Corporations Act 1993). e If a draft plan is not agreed to by the start of
the financial year, then it becomes the GTE’s corporate plan or statement of corporate intent (with any
directed modifications) until the draft is agreed to.378 FINANCIAL
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Table B.13 Key arrangements for objective and goal setting — South
Australia, 2003
Responsible minister(s)
SA Water, ForestrySA and TransAdelaide have two responsible ministers.
The Minister for Government Enterprises is party to the ‘charter’ and ‘performance statement’
and responsible for tabling the annual report and financial statements of SA Water and
ForestrySA. The Minister for Government Enterprises may also direct them to perform specific
activities. The Minister for Transport has these responsibilities for TransAdelaide.
The Treasurer is the other minister party to the charter and performance statement of SA GTEs
and may direct them to pay an appropriate dividend.
Planning
The Minister and Treasurer must prepare a charter for SA GTEs after consultation with the board
that contains the nature and scope of commercial operations to be undertaken including the
nature and scope of any investment activities, transactions outside the state, and subsidiary or
joint venture activities; the nature and scope of any non-commercial operations to be undertaken
and the arrangements for their costing and funding; requirements to report on their operations;
the form and content of financial statements and accounting systems; the setting of fees and
charges; the acquisition or disposal of assets; and borrowing and lending activities (PC Act,
s. 12).
The charter of SA GTEs may limit their functions or powers but may not extend them as provided
in their incorporating Act or any other Act. The charter must be reviewed at the end of each
financial year after consultation with the board and may be amended at any time by the Minister
and Treasurer. A copy of the charter or any amendments must be presented to Parliament within
six sitting days of coming into force and within 14 days to the Parliament’s Economic and
Finance Committee (PC Act, s. 12).
The Minister and Treasurer must also prepare a performance statement after consultation with
the board setting various performance targets for the coming year or other period. The Minister
and Treasurer must review the performance statement when reviewing the charter in
consultation with the board. The statement may be amended by the Minister and the Treasurer at
any time (PC Act, s. 13).
Operating principles
SA GTEs must perform their commercial operations in accordance with prudent commercial
principles and use their best endeavours to achieve a level of profit consistent with its functions.
They must perform their non-commercial operations (if any) in an efficient and effective manner
consistent with the requirements of its charter (PC Act, s. 11).
Negotiating objectives and goals
The charter for each SA GTE is required to include provisions outlining the nature and scope of
non-commercial operations and the arrangements for their costing and funding (PC Act, s. 12).
Resolving conflict between goals and objectives
SA GTE boards are required to be consulted by the Minister and Treasurer in the drafting of the
charter and performance statement (PC Act, s. 12, s. 13).
Note PC Act (Public Corporations Act 1993).CORPORATISATION
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Table B.14 Key arrangements for objective and goal setting —
Western Australia, 2003
Responsible minister(s)
All WA GTEs have one responsible minister. For the Forest Products Commission, Western
Power and the port GTEs, the portfolio minister is the responsible minister.a For the Water
Corporation, the responsible minister is the Minister for Government Enterprises.
Planning
All GTEs are required to produce an annual 5-year ‘development plan’ and a ‘statement of
corporate intent’ — a one year plan.b The statements of corporate intent must be consistent with
the 5-year development plan.
These plans must contain objectives and goals and strategies to meet goals. GTEs develop draft
plans, which must be agreed upon by the portfolio minister and Treasurer before the start of the
next financial year. They must be tabled in Parliament within 14 days of agreement.
Operating principles
Western Power, the Water Corporation and port GTEs, when performing their functions, must act
in accordance with prudent commercial principles and endeavour to make a profit (EC Act, s. 31;
WC Act, s. 34; and PC Act, s. 30). Western Power must endeavour to make a profit, consistent
with maximising its long-term value.
The Forest Products Commission, when performing its functions, must try and ensure a profit is
made, while ensuring the long-term viability of the industry and ecologically sustainable forest
management for indigenous forest products logged on public land (FPC Act, s. 12).
Objectives and goal setting
Western Power, the Water Corporation and port GTEs are required to set commercial objectives
and goals (EC Act, s. 43; WC Act, s. 49; and PC Act, s. 43). The Water Corporation must also set
objectives and goals relating to continuity of supply, maintaining assets to ensure proper water
provision, optimising customer satisfaction and measures to protect the environment (WC Act,
s. 52).c
The Forest Products Commission must set commercial and non-commercial objectives and goals
(FPC Act, s. 20).
For all GTEs, the responsible minister may exempt a GTE from requirements for objectives and
goal setting. However, for port GTEs and the Forest Products Commission, such exemptions
must be noted in their statements of corporate intent (PC Act, s. 58; FP Act, s. 29).
Negotiating objectives and goals
For all GTEs, the responsible minister may return draft development plans and statements of
corporate intent and require the board to revise certain aspects. If draft plans have not been
agreed to one month prior the commencement of the financial year, the minister may direct the
governing body to take certain steps to modify the plans.d The minister may direct the GTE to
modify an agreed plan after consultation with the board. The direction must be tabled in
Parliament within 14 days.
Port GTEs are also subject to directions by the Minister, with the Treasurer’s approval, to set a
financial goal prior to December 31 for the next financial year (PA Act, s. 92).e
Note EC Act (Electricity Corporation Act 1994), WC Act (Water Corporation Act 1995), PA Act (Port
Authorities Act 1999), FP Act (Forest Products Act 2000). a The portfolio ministers are the Minister for Energy;
Minister for Infrastructure and Planning; and the Minister for Agriculture, Forestry and Fisheries respectively.
b For all GTEs, development plans may be set for less than 5 years with the approval of the Minister. c For
Western Power, there are specific operating requirements such as providing access to distribution capacity
and minimising electricity costs. d The board must respond to the direction as soon as possible, if a plan is not
agreed to by the start of the financial year, the plan from the previous year applies until a new plan is agreed.






Resolving conflict between goals and objectives
For all GTEs, the nature and extent of intended community service obligations (CSOs) are to be
included in statements of corporate intent. Information on costing and the extent to which the
cost of the services will be met by a CSO payment must be included.
The Forestr Products Commission and port GTEs must ensure objectives and goals in plans
prevail over commercial principles where there is conflict (FP Act, s. 12 and PA Act, s. 33).
Note FP Act (Forest Products Act 2000); PA Act (Port Authorities Act 1999).CORPORATISATION
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Table B.15 Key arrangements for objective and goal setting — Tasmania,
2003
Responsible minister(s)
Government Business Enterprises (GBEs) — the Hydro-Electric Corporation and Forestry
Tasmania — are jointly responsible to the Portfolio Minister and the Treasurer.
Electricity companies, port GTEs and Metro Tasmania each have two responsible Ministers
(‘members of the company’) who hold their shares in trust on behalf of the Crown — the Portfolio
Minister and the Treasurer.a
The boards of the local government Joint Authorities are responsible to representatives of the
member councils.b
Planning
All GBEs are required to prepare on an annual basis a ‘corporate plan’ covering a minimum
5-year period.  This includes data relating to the financial year during which the corporate plan is
prepared, the previous financial year and a minimum 3-year forecast period. The GBEs must
also prepare a ‘statement of corporate intent’ each year that must be consistent with the
corporate plan.
These plans must contain objectives and goals, and strategies to meet goals. GTEs develop
draft plans, which must be jointly approved by the Portfolio Minister and the Treasurer.
There are no explicit planning provisions in any of the State-owned Companies (SOCs)
corporatisation Acts. However, each SOC must prepare, on an annual basis, a business plan
covering a minimum 5-year period (as per GBEs) in accordance with the written expectations of
the Portfolio Minister and the Treasurer, and provide a copy to the ministers.
Operating principles
The principal objectives of each GBE is to operate in accordance with sound commercial practice
and as efficiently as possible, and to achieve a sustainable commercial rate of return for the
State, in accordance with its corporate plan and with regard to the economic and social
objectives of the State.
Under the Local Government Act 1993, the local government joint authorities are obligated to
establish operating principles that are consistent with those required of GBEs.
Each SOC is expected to operate in a manner consistent with sound commercial practice. The
electricity SOCs are expected to maximise their return to their shareholders. In contrast, the port
SOCs and Metro Tasmania are not explicitly expected to maximise shareholder return. The ports
are expected to facilitate trade for the benefit of Tasmania. Metro Tasmania is expected to
provide road passenger transport services in Tasmania.
a The Port Companies Act 1999 states that along with the Portfolio Minister, the Minister responsible for the
administration of the Government Business Enterprises Act 1995 is to be a member of the company. Since its
introduction, the Treasurer has administered the Government Business Enterprises Act 1995. b The number
of the representatives required from the member councils is not explicitly stated and will depend on the size of
the GTE and the number of councils involved. For example, Cradle Coast Water has eight council





Objectives and goal setting
Government Business Enterprises (GBEs) and Joint Authorities, are required to set objectives in
their corporate plans in accordance with Treasurer’s Instructions. Corporate plans are required to
include the specific financial and operating performance goals.
Both the Hydro-Electric Corporation and Forestry Tasmania have specialised objectives detailed
in their establishing Acts. The Hydro-Electric Corporation is required to generate electricity and
do all things necessary for, or related to, the generation of electricity; and to retail electricity if the
Portfolio Minister approves (Hydro-Electric Corporation Act 1995, s. 5(1)).
Under the Forestry Act 1920, Forestry Tasmania is required to set objectives, which optimise the
economic returns from its wood production activities; and the benefits to the public and the State
of the non-wood values of forests (s. 7).
The operating principles, key functions and objectives of the State-owned Companies (SOCs)
are reported in their Articles of Association.
Negotiating objectives and goals
When preparing the corporate plan, the board of a GBE is required to consult with the Portfolio
Minister and the Treasurer in relation to the interests of the state, the financial performance
objectives and the long-term objectives of the GBE (Government Business Enterprises Act 1995,
s. 40).
The Portfolio Minister and the Treasurer must jointly approve each GBE’s corporate plan (s. 39).
The board of a GBE may prepare an amendment to its corporate plan at any time (s. 39(7)). The
amendment must be approved jointly by the Portfolio Minister and the Treasurer.
Draft corporate plans for GBEs must be submitted to the Portfolio Minister and the Treasurer by
30 April each year. The plan must be approved by the Portfolio Minister and the Treasurer by
31 May each year.




Table B.16 Key arrangements for objective and goal setting — Australian
Capital Territory, 2003
Responsible minister(s)
ACTEW Corporation has two responsible ministers — ‘voting shareholders’ — the ACT’s Chief
Minister and Deputy Chief Minister. The Territory Owned Corporations Act 1990 stipulates that
the Chief Minister may authorise any minister to be a voting shareholder (TOC Act, s. 13(4)(a)).
The ACTION Authority and ACT Forests each have one responsible minister — the Minister for
Planning, and the Minister for Urban Services, Arts and Heritage respectively.
Planning
ACTEW Corporation is required to submit a draft ‘statement of corporate intent’ (SCI) to the
responsible ministers each year (at intervals not exceeding a 12 month period) (TOC Act,
s.19(1)).
If requested, the ACTION Authority must prepare a business plan for the Minister that includes
current financial statements and estimates of these statements for the three subsequent financial
years. The plan must also include descriptions of the business and corporate strategies adopted
by the Authority; any significant action the Authority has or intends to undertake; and an
explanation of any significant variations between the estimates and strategies described in the
current plan and previous plans. Statements of intent or annual reports must also be reported.
Under the Financial Management Act 1996, ACT Forests and other public trading enterprises in
the ACT are required to present an annual budget to the Legislative Assembly. The budget must
enable comparison between the performance of ACT forests in the previous financial year and
proposed budget. The proposed budget must include budget estimates for the next three
financial years.
Operating principles
ACTEW Corporation has a range of principle objectives, all of which are of equal importance. It is
expected to operate at least as efficiently as any comparable business; maximise the sustainable
return to the Territory, by meeting its performance targets; exhibit a sense of social responsibility;
and where its activities affect the environment — conduct its operations in compliance with the
principles of ecologically sustainable development (TOC Act, Schedule 4, part 2). In regards to
this last objective, ecologically sustainable development is considered to be achievable through,
the implementation of the precautionary principle, implementation of the inter-generation equity
principle, conservation of biological diversity and ecological integrity, and through improved
valuation and pricing of environmental resources (TOC Act, Schedule 4, part 2).
The ACTION Authority is expected, as part of its principal functions, to provide an affordable and
effective public transport network on a sound commercial basis and maximise the sustainable
return to the Territory on its investment (ACTION Authority Act, s. 5)
Objectives and goal setting
ACTION Authority may be requested by the Minister to provide detailed financial and operating
objectives for the next three financial years.
ACT Forests is required to stipulate financial budgets for the next three financial years in its
annual budget submission.





Negotiating objectives and goals
The board of ACTEW Corporation is required to consider any comments made by the
responsible ministers to the draft statement of corporate intent (SCI) within one month of its
submission. The board is required to consult with the ministers regarding any comments they do
not agree with — with a view to reaching an agreement. The final SCI is to be completed within
two months after the initial delivery of the draft to the responsible ministers (TOC Act,
s. 19(2)(d)).
The board of ACTEW Corporation may, with the agreement of the responsible ministers, modify
the SCI (TOC Act, s.21(1)).
Resolving conflict between goals and objectives
ACTEW Corporation’s SCI may be modified by the board at any time with the agreement of the
responsible ministers. If the responsible ministers do not agree with the proposed changes, the
parities are required to negotiate with a view to reaching an agreement. The shareholding
Minister must table any direction to change an SCI in Parliament within 6 sitting days of giving
the direction (TOC Act, s. 21).
Note TOC Act (Territory Owned Corporations Act 1990).CORPORATISATION
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Table B.17 Key arrangements for objective and goal setting — Northern
Territory, 2003
Responsible minister(s)
The Power and Water Corporation has two responsible ministers. The ‘shareholding minister’
holds shares on behalf of the Territory (GOC Act, s. 7). The ‘portfolio minister’ cannot be the
shareholding minister (GOC Act, s. 7). The portfolio minister — the Minister for Essential
Services — has responsibility for the administration of the Power and Water Corporation Act
(GOC Act, s. 10). The Treasurer is the shareholding Minister.
The responsible minister for the Darwin Port Corporation is the Minister for Transport and
Infrastructure.
Planning
The board of the Power and Water Corporation must prepare and submit a draft written
‘statement of corporate intent’ (SCI) to the shareholding minister. The board must consult in good
faith with the shareholding minister and make changes to the draft that are agreed between the
shareholding minister and the board. The board must deliver the completed written SCI to the
shareholding minister not later than one month before the commencement of the financial year to
which the SCI relates or by a date agreed between the board and shareholding minister. The
shareholding minister must table in Parliament a copy of the SCI within six sitting days of the
commencement of the financial year to which it relates or after a date agreed between the board
and shareholding minister (GOC Act, s. 39).
The Chief Executive Officer of the Darwin Port Corporation is required to devise and implement
financial and management plans (PSEM Act, s. 24).a
Operating principles
The objectives of the Power and Water Corporation are to operate at least as efficiently as any
comparable business and to maximise the sustainable return to the Territory on its investment in
the corporation (GOC Act, s. 4).
The Darwin Port Corporation is required to adopt a general commercial approach subject to the
DPC Act and within a budget approved by the Minister (DPC Act, s. 17A).
Objectives and goal setting
The Power and Water Corporation is required to include in its Statement of Corporate Intent its
objectives and financial targets and other measures by which its performance may be judged
(GOC Act, s. 40).
Negotiating objectives and goals
For Power and Water Corporation. the board must consult in good faith with the shareholding
Minister and make changes to the draft Statement of Corporate Intent (SCI) that are agreed
between the shareholding Minister and the board. The SCI may be modified by the Board at any
time with the agreement of the shareholding Minister. The shareholding Minister may direct the
board to include or delete any matters from the SCI. Before giving such a direction the
shareholding Minister is to consult with the board. The shareholding Minister must table any
direction to change an SCI in Parliament within 6 sitting days of giving the direction (GOC Act,
ss. 39 and 41).
Note GOC Act (Government Owned Corporations Act), DPC Act (Darwin Port Corporation Act). PSEM Act





Resolving conflict between goals and objectives
The portfolio minister, with the agreement of the shareholding minister, may direct the Power and
Water Corporation to undertake a community service obligation (CSO).b The portfolio minister,
with the agreement of the shareholding minister, is to ensure that appropriate financial
arrangements are made to enable the Power and Water Corporation to undertake a CSO. The
portfolio minister must table a direction in Parliament within six sitting days after the direction was
given (GOC Act, s. 28).
For the Darwin Port Corporation, the Treasurer may make a contribution to the cost of providing,
operating and maintaining facilities or services that the Minister considers necessary or desirable
to be provided by the Darwin Port Corporation (DPC Act, s. 17A).
Note GOC Act (Government Owned Corporations Act), DPC Act (Darwin Port Corporation Act). PSEM Act
(Public Sector Employment and Management Act). a The Darwin Port Corporation board has a ‘Commercial
Charter’ and ‘Mission Statement’ that were adopted and approved by the Minister in November 1999. These
documents do not have any status under the DPC Act. b Under the GOC Act, community service obligations
are activities that have an identifiable community or social benefit and would not be undertaken if only
commercial considerations applied (GOC Act, s.  28). DPC Act (Darwin Port Corporation Act), GOC Act
(Government Owned Corporations Act).CORPORATISATION
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Table B.18 Key arrangements for objective and goal setting —
Commonwealth, 2003
Responsible minister(s)
Most Commonwealth GTEs have two responsible ministers — the Portfolio Minister and the
Finance Minister — each having an equal number of shares and rights in the GTE. Airservices
Australia has one responsible minister — the Minister for Transport.
In the case of Telstra, the Commonwealth’s shareholding is administered by the Minister for
Communications, Information Technology and the Arts.
Planning
The board of a wholly-owned Commonwealth GTE must prepare a ‘corporate plan’ at least once
a year and give it to the responsible ministers. The plan should cover a period of at least three
years. Plans are also required to cover a GTE’s subsidiaries. Corporate plans are confidential
documents between the Ministers, their Departments and the GTEs.
The board and the responsible ministers are also required to prepare a ‘statement of corporate
intent’ (SCI). The SCI is a high level public document based on the contents of the corporate
plan. The SCI is to be tabled in parliament within 15 sitting days of the start of each financial
year, unless a later tabling date is agreed between the responsible ministers and the Parliament
is informed.
Operating principles
The principal objectives for all Commonwealth Government Business Enterprises (GBEs) is to
add to shareholder value, operate in their mandated industry sector and, ultimately, to operate at
worlds best practice.a
The principle function of Australia Post is to supply postal services within Australia and between
Australia and places outside Australia (Australian Postal Corporation Act 1989, s. 14).
Airservices Australia’s main functions are to provide facilities to permit safe navigation of aircraft
within Australian-administered airspace, promote and foster civil aviation within Australia and to
provide air traffic and safety services with the purpose of giving effect to Australia’s obligations
under the Chicago Convention (Air Services Act 1995, s. 8).
Objectives and goal setting
The principal objective for each GBE under the Commonwealth Authorities and Companies Act
1997 is to add to shareholder value. This requires GTEs to operate efficiently, price efficiently
and earn at least a commercial rate of return. In addition, the responsible ministers may set other
financial and non-financial targets, for particular GTEs on a case-by-case basis.
In carrying out its key functions, Airservices Australia is to regard the safety of air navigation as
its most important consideration (Air Services Act 1995, s 9(1)).
Negotiating objectives and goals
The responsible ministers may elect to meet with the board prior to formally responding to the
corporate plan. The responsible ministers are required to respond within 45 days of receipt of the
plan. The ministers may propose any changes to the corporate plan they feel necessary to better
reflect the Government’s policies and objectives for the business.
The board is required to keep the responsible ministers informed of any significant changes to
the plan, or of any matters that might significantly affect the achievement of objectives in the
plan.
a The operating principles are discussed in Governance Arrangements for Commonwealth Government
Businesses (June 1997), prepared by the Department of Finance. These arrangements are applicable to
Commonwealth GTEs under s. 48 of the Commonwealth Authorities and Companies Act 1997.388 FINANCIAL
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Table B.19 Governing board responsibility and authority — New South
Wales, 2003
Responsibilities
For most GTEs (excluding the Sydney Catchment Authority (SCA), State Rail Authority (SRA)
and the State Transit Authority (STA), all decisions relating to the operation of a GTE are to be
made by or under the authority of the board (SOC Act, s. 20K).
In the case of the STA, the board has the function of determining the STA’s policies. It is required
that, as far as practicable, ensure that the activities of the STA are carried out properly and
efficiently (TA Act, s. 26).
The SRA, in exercising its functions, is required to, as far as practicable, ensure that its activities
are carried out properly and efficiently (TA Act, s. 10).
The SCA’s board has the function to determine the policies and long-term strategic plans of the
SCA; endeavouring to ensure that the SCA meets all public health and environmental
requirements set out in the operating licence and any relevant instrument; overseeing the
effective, efficient and economical management of the SCA; and preparing an annual report and
other reports as required (SWCM Act, s. 8).
Duties
For GTEs operating under the SOC Act, board members have a duty to prevent insolvent trading
(SOC Act, Schedule 10, cl. 7).
Board members of all GTEs are generally required to disclose their pecuniary and other interests
in matters being considered by the board (SOC Act, Schedule 10, s. 1; SWCM Act, Schedule 1,
cl. 7; TA Act, Schedule 1, cl. 8).
The SCA’s board, in exercising its main functions has a duty of endeavouring to ensure that the
water supplied by the SCA complies with appropriate standards of quality (SWCM Act, s. 8).
Appointment and dismissal of CEO
In the case of most water and port GTEs, the Governor, on the recommendation of the portfolio
Minister, may appoint or dismiss the CEO. The appointment cannot be effected unless it is
recommended by the governing body (SOC Act, s. 20k). Dismissal may be at any time for any or
no reason and without notice (SOC Act, Schedule 9, cl. 6).
In the case of electricity GTEs, the chief executive officer (CEO) is appointed by the board after
consultation with the voting shareholders. The board may remove a person from office as chief
executive officer, at any time, for any or no reason and without notice, but only after consultation
with the voting shareholders (ESC Act, Schedule 2, cl. 2).
For the STA and the SRA, CEOs are appointed by the Governor. Prior to the appointment, the
Minister is required to give the board the opportunity to recommend any one or more persons for
appointment (TA Act, s. 11 and s. 27).
The Rail Infrastructure Corporation’s (RIC) CEO is appointed by the board, with the concurrence
of the voting shareholders and the portfolio minister. The board may remove the CEO at any
time, for any or no reason and without notice, after consultation with the voting shareholders and
portfolio minister (TA Act, s. 19R).
The SCA’s CEO (‘Chief Executive’) is appointed by the Governor (SWCM Act, s. 9).
The CEO of State Forests is appointed by the Governor (Forestry Act, s. 9A).
Note SOC Act (State Owned Corporations Act 1989); TA Act (Transport Administration Act 1988); SWCM Act
(Sydney Water Catchment Management Act 1998); Forestry Act (Forestry Act 1916); ESC Act (Energy






For the Rail Infrastructure Corporation (RIC), and most water, electricity and port GTEs, the
remuneration of the chief executive officer (CEO) is set by the board, subject to the approval of
the portfolio minister (TA Act, s. 19R; SOC Act, Schedule 9, cl. 3).
The CEO of the Sydney Catchment Authority (SCA), State Transit Authority (STA), State Rail
Authority (SRA) and State Forests are employed under some provisions of the Public Sector
Management Act 1988. The performance criteria in the employment contract of the SCA’s CEO
is required to include criteria that require improvement of the quality of the water in catchment
areas (SWCM Act, schedule 2, cl. 2).
The CEO may set employment conditions for employees to the extent that they are not fixed by
any Act or law  for all NSW GTEs (SOC Act, s. 20M; TA Act, s. 57 and s. 60). For the SCA, some
of the provisions of the Public Sector Management Act 1988 do not apply.
The Commissioner of State Forests may set the terms and conditions of its employees.a State
Forests must have the approval of the Minister and Treasurer for the engagement of necessary
employees in conversion operations (for example, woodchips) or certain research activities
(Forestry Act, s. 11).
Pricing restrictions
The Independent Pricing and Regulatory Tribunal regulates prices for all water GTEs (SCA,
Sydney Water Corporation and the Hunter Water Corporation) and electricity distributors.b
Transgrid’s prices are regulated by the Australian Competition and Consumer Commission.
For port GTEs, prices for most services are set by the board but are subject to ministerial
approval and must be in accordance with the port’s operating licence (PCWM Act, s. 51, s. 54).
The Minister may fix port cargo access charges (PCWM Act, s. 57) and the board may set prices
for site occupation, wharfage and berthage (PCWM Act, s. 60, s. 62, s. 66).
The Commissioner of State Forests may determine prices (Forestry Act, s. 11).
Acquire, use and dispose of assets
Most NSW GTEs (except the STA, SRA, SCA and State Forests) may not acquire or dispose of
significant fixed assets or investments without the prior written approval of the portfolio minister
or Treasurer (SOC Act, s. 20X).c
The RIC is not permitted to give written undertakings to the Australian Competition and
Consumer Commission regarding access to the NSW rail network without the approval of the
Minister given with the concurrence of the Premier (TA Act, s. 19E).
State Forests must obtain the approval of the Minister and Treasurer to construct, purchase or
take on lease or licence sawmillls, factories or other specified premises, together with plant
machinery and equipment in connection with carrying out such operations. and specified
research activities (Forestry Act, s. 11).
Note SOC Act (State Owned Corporations Act 1989); TA Act (Transport Administration Act 1988); SWCM Act
(Sydney Water Catchment Management Act 1998); Forestry Act (Forestry Act 1916). a In 2001-02, around
50 per cent of employees were employed under the Forestry Act and 50 per cent were employed under the
Public Sector Management Act 1988. Employees under the Forestry Act were primarily engaged in timber
marketing, road construction and maintenance, tree planting and pruning, nursery work, forest conservation
and fire protection. b (Sydney Water Act 1994, s. 60; Hunter Water Act 1991, s. 18A; SWCM Act, s. 30A;
Electricity Supply Act 1995, s. 36). c Under the SOC Act, ministerial approval is required where the total
assets being acquired or disposed represent more than 10 per cent of the written down value of its fixed
assets and investments or result in a variation or more than 10 per cent in pre-tax operating profit compared to
the previous year (SOC Act, s. 20X). None of these GTEs may also dispose of its main undertakings — as
specified in the statement of corporate intent — without the written approval of shareholding ministers






Borrowing arrangements for all NSW GTEs are covered by the Public Authorities (Financial
Arrangements) Act 1987. Under the Act, each GTE is required to have the Treasurer’s approval
to borrow funds. The Treasurer’s approval may be specific or general in nature (s. 8)
Investments and subsidiaries
Arrangements covering financial investments by all GTEs are covered by the Public Authorities
(Financial Arrangements) Act 1987. Under regulations to the Act, the specific investment powers
conferred to each GTE are made on the recommendation of the Treasurer and Minister (s. 24)
Most NSW GTEs (except the Sydney Catchment Authority and State Forests) cannot form or
participate in the operation of subsidiaries without the approval of the Minister (SOC Act, s. 20W;
TA Act, s. 34).
The Rail Infrastructure Corporation is not permitted to conduct any business outside the State
that is not related to the NSW rail network without the approval of the Premier, Minister and
Treasurer (TA Act, s. 5A).
State Forests may not enter into partnerships without the approval of the Minister and Treasurer
(Forestry Act, s. 11).
Ministerial directions
The portfolio minister may give directions to the board of most NSW GTEs (except the STA,
SRA, and Forests) to perform non-commercial activities, a public sector policy or for the public
interest, with the approval of the Treasurer. The GTE may be reimbursed for adhering to these
directions. In the case of directions relating to a public sector policy and the public interest, a
notice must be published within one month in the Gazette setting out the reasons why a notice
was given and why it is in the public interest that the direction be given (SOC Act, s. 20N, s. 20O,
s. 20P; SWCM Act, s. 11).d The Treasurer may also direct these GTEs to provide a dividend
(SOC Act, s. 20S).
The subsidiaries of most NSW GTEs are subject to the control and direction of the Minister in the
exercise of their functions (SOC Act, s. 20D; SWCM Act, s. 11).
In the case of the SRA, the board and Chief Executive are, in the exercise of their functions,
subject to the control and direction of the Minister (TA Act, s. 13)
In the case of the STA, the Minister may give the board a written direction in relation to the
exercise of its functions. The board may request that the Minister review the direction within
7 days if it considers that it would suffer significant financial loss in complying with the direction or
if it is not its commercial interests. The board is not required to carry out the direction following
the review unless it is reimbursed by the Treasurer for losses that it incurs in carrying out the
direction (TA Act, s. 29).
State Forests is subject in all respects — except in relation to the contents of a recommendation
or report made by it to the Minister — to the control and direction of the Minister (Forestry Act,
s. 9). State Forests is required to pay a dividend determined by the Minister after consultation
with the Treasurer and after ensuring that sufficient funds are retained to manage adequate
solvency margins and to make such other provisions as may be considered necessary and
desirable (Forestry Act, s. 14A).
Note SOC Act (State Owned Corporations Act 1989); TA Act (Transport Administration Act 1988); SWCM Act
(Sydney Water Catchment Management Act 1998); Forestry Act (Forestry Act 1916). d The SCA board may
also request a review of a direction if it considers that complying with it is likely to result in environmental
degradation, or that direction is other wise inconsistent with the principles of ecologically sustainable
development (SWCM Act, s. 11).CORPORATISATION
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Table B.20 Governing board responsibility and authority — Victoria, 2003
Responsibilities
The role of the Melbourne Water Corporation (MWC) Board is to decide the strategies and
policies to be followed by the MWC and to ensure that the MWC performs its functions and
exercises its powers in a proper, efficient and economical manner. In carrying out its role, the
Board must have regard to the need to improve the quality of service provided to the customer
and to minimise the cost to the community of the performance by the MWC of its functions (MWC
Act, s. 27).
Duties and liabilities
The board members of port GTEs, the MWC and the metropolitan retail water GTEs must at all
times act honestly in the functions of his or her office; exercise a reasonable degree of care and
diligence in the performance of his or her functions; must not make improper use of information
to gain and advantage for himself or herself or for any other person; or to cause detriment to the
GTE (PS Act, s. 27; SOE Act, s. 36; MWC Act, s. 30A). Compensation may be sought by the
portfolio minister against a director where the GTE has suffered loss or damage (PS Act, s. 29;
SOE Act, s. 37; MWC Act, s. 30B).
The Water Act (covering non-metropolitan water GTEs) does not include any specific provisions
regarding the duties and liabilities of board members.
Appointment and dismissal of CEO
For port GTEs, the board, with the approval of the Treasurer after consultation with the Minister,
may appoint the chief executive officer (CEO) (PS Act, schedule 1, cl. 6). The Minister may
dismiss the CEO (PS Act, schedule 1, cl. 7).
For metropolitan retail water GTEs the board may remove the CEO from office (SOE Act, s. 40).
For non-metropolitan water GTEs, the CEO is appointed by the board (Water Act, s. 89).
For the MWC, the CEO (‘managing director’) is appointed by the board after approval by the
Minister (MWC Act, s. 21). The Board may remove the CEO from office (MWC Act, s. 25).
Staff remuneration
For port GTEs, the CEO’s terms and conditions of the are determined by the Minister after
consultation with the Treasurer. The terms and conditions of all other employees are set by the
board (PS Act, schedule 1, cl. 6).
For non-metropolitan water GTEs, the terms and conditions of the CEO and other employees are
determined by the board (Water Act, s. 89).
For metropolitan retail water GTEs, the terms and conditions of the CEO are determined by the
relevant minister in consultation with the board (SOE Act, s. 40).
For the MWC, the CEO’s terms and conditions are approved by the Minister (MWC Act, s. 40).
The terms and conditions of employees are determined by the board (MWC Act, s. 33).
Pricing restrictions
Prices for the services of port GTEs are regulated by the Essential Services Commission
(PS Act, s. 49).
The charges for metropolitan retail water GTEs and the MWC are set by the Governor-in-Council
(Water Industry Act, s. 21A).
Note Water Act (Water Act 1989); PS Act (Port Services Act 1995), SOE Act (State Owned Enterprises Act





Acquire, use and dispose of assets
The Melbourne Port Corporation (MPC) must not sell any land that is within 125 metres of a
defined water front without the approval of the Minister (PS Act, s. 13).
The Articles of Association for metropolitan retail water GTEs must specify that the board is not
able to sell or dispose of the main undertaking as specified by the shareholders of the company
or of any of its subsidiaries unless approved by a special resolution (SOE Act, Schedule 1, cl. 4).
Borrowing
Borrowing by all GTEs is subject to the Borrowing and Investment Powers Act 1987 (PS Act,
 s. 27; SOE Act, s. 14A; Water Act, s. 254). Under the Act, a board may borrow funds or enter
into financial leases with the approval of the Treasurer (s. 8, s. 10). In the case of the Melbourne
Water Corporation (MWC), the borrowing limit is $4 billion (s. 11).
Under the Act, the Treasurer may guarantee any borrowing by GTEs (s. 15)
Investments and subsidiaries
Investing activities by all GTEs is subject to the Borrowing and Investment Powers Act 1987
(PS Act,  s. 27; SOE Act, s. 14A; Water Act, s. 254). Under this act, the board, with the approval
of the Governor-in-Council on the recommendation of the Treasurer, may do anything necessary
for, or incidental to the exercise of any power to undertake investments (s. 19).
In their Articles of Association, metropolitan retail water GTEs are not able to form or acquire or
participate in the formation or acquisition of a subsidiary or dispose of shares in a subsidiary or
enter any transaction which may result in a subsidiary ceasing to be a subsidiary, unless
approved by special resolution (SOE Act, Schedule 1, cl. 5).
Ministerial directions
For metropolitan retail water GTEs, the Treasurer or the relevant minister (after consultation) may
give written directions to the board (SOE Act, s. 16).
For the MWC, the Minister may give to the Board written directions in relation to the performance
of the MWC’s functions or exercise of the MWC’s powers. The Board must comply with any
direction. The Minister must present a copy of any direction to Parliament within 15 sitting days
together with, if the Board has advised the Minister that the direction would require it to act
otherwise than in accordance with its own policy, an assessment given by the Board of the cost
of implementing the direction (MWC Act, s. 45). The State may provide compensation to the
MWC for complying with the direction if the board satisfies the Minister that it has suffered
financial detriment as a result of complying with a direction (MWC Act, s. 46).
For non-metropolitan water GTEs, the Minister may give a direction to the board in relation to the
performance of any of its functions and the exercise of any of its powers. The Minister must give
the board 14 days’ notice of their intention to give the direction. A notice of the direction must be
published in the Gazette and a summary is to be included in the annual report (Water Act,
s. 307).
For port GTEs, the Treasurer, after consultation with the Minister, may direct the board of a port
corporation to perform or cease to perform certain functions that the Treasurer considers to be in
(or not in) the public interest but that may cause the port corporation to suffer financial detriment.
If the board satisfies the Treasurer that it has suffered financial detriment as a result of complying
with a direction it may be reimbursed by an amount determined by the Treasurer (PS Act, s. 38).
The annual report is required to include a copy of ministerial directions given to it during that year
and a statement of its response to the direction (PS Act, s. 44).
Note Water Act (Water Act 1989); PS Act (Port Services Act 1995); SOE Act (State Owned Enterprises Act
1992); MWC Act (Melbourne Water Corporation Act 1992); Water Industry Act (Water Industry Act 1994).CORPORATISATION
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Table B.21 Governing board responsibility and authority —
Queensland, 2003
Responsibilities
For all GTEs — except DPI Forestry — the board is responsible for ensuring, as far as possible,
that the GTE operates in accordance with its statement of corporate intent, including carrying out
its objectives and performing its functions in an efficient and effective way (GOC Act, s. 92 and
s. 95).
Boards are also accountable to the voting shareholders for performance, GTE commercial policy
and management, and performing their functions in a proper, effective and efficient way.
DPI Forestry does not have a board of directors. It is managed by an Executive Director of the
Department of Primary Industries. The Director-General of the Department is responsible for
DPI Forestry’s performance.
Duties
For ‘company’ Government Owned Corporations (GOCs), officers of the GOC must exercise a
degree of care and diligence, good faith to exercise powers and perform duties in the best
interests of the corporation and for a proper purpose and not make improper use of information
or their position (Corporations Act 2001 (Cth), ss. 180–184).a In determining the degree of care
and diligence appropriate, regard must be had for matters required or permitted under the GOC
Act, including community service obligations and directions given by voting shareholders
(s. 145).
For ‘statutory’ GOCs, officers must act honestly in the discharge of functions and exercise of
powers, disclose interests to the board, exercise a degree of care and diligence, act to prevent
insolvent trading and must not make improper use of information or their position (GOC Act,
s. 136 and s. 140).
Appointment and dismissal of CEO
For all GTEs — except DPI Forestry — the CEO is appointed by the Governor-in-Council on the
recommendation of the board (GOC Act, s. 101 and s. 102).
For ‘statutory’ GOCs, the board may at any time dismiss the CEO at any time for any reason or
for none (GOC Act, schedule 2, cl. 5).
For ‘company’ GOCs, the board has the power to dismiss the CEO (Corporations Act 2001 (Cth),
s. 203F).
Staff remuneration
For ‘statutory’ GOCs and ‘company’ GOCs, the board has the power to set the remuneration of
the CEO and staff (GOC Act, schedule 2, cl. 3, and s. 166; Corporations Act 2001 (Cth), s. 202A
and s. 198A).
For all GTEs — except DPI Forestry — employment and industrial relations conditions, as
defined in the employment and industrial relations plan, are approved by the portfolio minister as
part of the statement of corporate intent (GOC Act, s. 171). In setting these conditions, the board
must consult with the department that deals with industrial relations, the office of public service
and employees and industrial organisations. The minister may direct the board to alter the
employment and industrial relations plan.
Note GOC Act (Government Owned Corporations Act 1993). a ‘Company’ GOCs are all of the electricity






For all GTEs — except DPI Forestry — financial performance targets and assumptions that
underlie financial targets must be presented in statements of corporate intent (GOC Act, s. 114).
Prices for DPI Forestry are set by the Executive Director and approved by the Minister.
Acquire, use and dispose of assets
For all GTEs — except DPI Forestry — information on acquisition and disposal of assets may be
included in statements of corporate intent (GOC Act, s. 115).
The portfolio minister may also, after consulting the board, direct the board not to dispose of an
asset (GOC Act, s. 161). As well, written approval from the minister must be obtained before an
asset related to the GTE’s main undertakings is sold.
Regulation may be made to transfer assets to the GTE and may include a debt to be owed to
the minister (GOC Act, s. 188).
Borrowing
For all GTEs — except DPI Forestry — plans to borrow and manage risks from borrowing may
be included in statements of corporate intent (GOC Act, s. 115).b
The State is liable for debt and other liabilities of GTEs and their subsidiaries, only if the liability is
expressly undertaken on behalf of the State (GOC Act, s. 158).
Investments and subsidiaries
For all GTEs — except DPI Forestry — plans for major capital infrastructure investment may be
included in statements of corporate intent (GOC Act, s. 115).
A GTE must obtain permission from the shareholding ministers to form, to participate in the
formation of a subsidiary, to acquire shares and to dispose of all shares in a subsidiary (GOC
Act, s. 163). The subsidiaries’ memorandum of articles must be consistent with the Corporations
Act 2001 (Cth) and the GOC Act.
Ministerial directions
For all GTEs — except DPI Forestry —  the shareholding ministers may, because of exceptional
circumstances, give a direction in the public interest after consultation with the board (s. 124).
The board must advise whether complying with the direction would not be in the GTE’s
commercial interests. The board must give notice to the shareholding ministers if it suspects that
complying would result in insolvency (GOC Act, s. 125).c
Any direction must be published in the gazette within 21 days.
Note GOC Act (Government Owned Corporations Act 1993). b GTEs are also subject to a code of conduct for
financial arrangements. It includes requirements to have an independent credit rating undertaken every three
years, annual credit reviews by voting shareholder ministers and imposes credit limits — reported in
statements of corporate intent. c If the shareholding ministers are satisfied that the board suspicion is well
founded, they must revoke the direction.CORPORATISATION
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Table B.22 Governing board responsibility and authority — South
Australia, 2003
Responsibilities
The boards of SA GTEs are responsible to their responsible minister for overseeing their
operations and the operations of subsidiaries with the goal of securing improvements in
performance; and protecting the long-term viability of the GTE and the Crown’s financial interest
(PC Act, s. 14).
Duties
The PC Act includes a range of duties for the board members of SA GTEs including ensuring, as
far as practicable, that appropriate strategic and business plans are established that are
consistent with the charter and performance statement; and that all such plans, targets,
structures, systems and practices are regularly reviewed and revised as necessary to address
changing circumstances and reflect best current commercial practices (PC Act, s. 14).
The PC Act also sets standards for the conduct and performance of board members including
taking reasonable steps to inform themselves about the corporation and its subsidiaries, their
businesses and activities and the circumstances in which they operate; and taking reasonable
steps through the processes of the board to obtain sufficient information and advice about all
matters to be decided by the board (PC Act, s. 15). Other standards cover a duty to act honestly,
pecuniary interests and transactions with associates (PC Act, s. 16 and s. 19).
Appointment and dismissal of CEO
The chief executive officer (CEO) of SA GTEs is appointed by the board with the approval of the
minister (SAWC Act, s. 17; SAFC Act, s. 15; TCS Act, s. 15). The terms and conditions of
ForestrySA’s CEO are approved by the Minister (SAFC Act, s. 15).
The board of SA GTEs must not appoint or remove a person as CEO unless it has first consulted
the responsible minister (PC Act, s. 35).
Staff remuneration
The terms and conditions for SA GTEs’ employees are set by the board (SAWC Act, s. 17; SAFC
Act, s. 15; TCS Act, s. 15). In the case of ForestrySA, an employee’s appointment is on the terms
and conditions fixed by the board in consultation with the Commissioner for Public Employment
(SAFC Act, s. 15).
Pricing restrictions
The setting of fees and charges is part of each GTEs’ charter (PC Act, s. 12).
Acquire, use and dispose of assets
The acquisition and disposal of assets are covered by each GTEs’ charter (PC Act, s. 12).
For SA Water, the board must not cause water or wastewater services or facilities to be provided
or operated on behalf of SA Water by another party under a contract or arrangement without first
giving full consideration (having regard to the powers, functions and duties of the board under the
Act, the Public Corporations Act 1993 and any other Act) as to whether SA Water could provide
or operate the same services or facilities competitively (SAWC Act, s. 9).
Borrowing
Borrowing and lending activities are covered by each GTEs’ charter (PC Act, s. 12).
Note PC Act (Public Corporations Act 1993); SAWC Act (South Australian Water Corporation Act 1994);







SA GTEs must not form, without the approval of the Treasurer, a subsidiary company; enter into
arrangements to form a subsidiary company; or establish a trust scheme, partnership or joint
venture. The Treasurer, as a condition of approval, may require SA Water to include limitations
or controls in a subsidiary company’s memorandum or Articles of Association as the Treasurer
considers appropriate (PC Act, s. 23). SA GTEs must not provide a guarantee or indemnity for a
subsidiary without the Treasurer’s approval (PC Act, s. 23).
Ministerial directions
SA GTEs are subject to the control and direction of the responsible minister. SA GTEs may not
be directed to perform activities beyond those specified in their establishing Acts. Any direction
must be published in the Gazette within 14 days after the direction was given and tabled in
Parliament within six days after publication in the Gazette.
A direction may not be published if the minister is satisfied that the publication of a direction
might detrimentally affect the GTE’s commercial interests; constitute breach of a duty of
confidence; or might prejudice an investigation of misconduct or possible misconduct.
Where the direction is not published, the minister must present a copy of it to the Parliament’s
Economic and Finance Committee within 14 days and identify that a direction was given in the
GTE’s next annual report (PC Act, s. 6).
The Treasurer may determine the appropriate amount that a GTE must pay as a dividend after
consultation with the board and by notice in writing (PC Act, s. 30).
Note PC Act (Public Corporations Act 1993).CORPORATISATION
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Table B.23 Governing board responsibility and authority —
Western Australia, 2003
Responsibilities
For all GTEs, the board is to perform the functions, determine policies and control the affairs of
the corporation. GTEs are to perform their functions in accordance with their strategic
development plans, statements of corporate intent and commercial principles.
For the Water Corporation, functions must also be performed in accordance with the terms and
conditions of the licence, stipulated under the Water Services Coordination Act 1995.
The Western Australian Government Railways Commission (WAGRC) does not have a
governing board. A single Commissioner is responsible for the WAGRC’s operations.
Duties
For Western Power, the Water Corporation and port GTEs, when exercising their powers and
discharging their duties, a director is required to act honestly, take reasonable care and diligence
and not misuse information or their position or information (schedule 2 cl. 7 in the EC Act, WC
Act and the PA Act). For Western Power and the Water Corporation, the directors must also act
in the interests of the corporation (EC Act, WC Act, schedule 2, cl. 6).a This duty can only be
enforced by the minister.
For the Forest Products Commission, when exercising their powers and discharging their duties,
board members must act honestly, must not make improper use of information or their position
and act with diligence and care and in the corporation’s interest (Statutory Corporations (Liability
of Directors) Act 1996, ss. 9, 11, 12 and s. 5). Fiduciary duty can only be only be enforced by the
minister or the Auditor-General.a
Appointment and dismissal of CEO
For all GTEs, boards have the power to appoint and dismiss the CEO (EC Act, s. 13, WC Act,
s. 13, PA Act, s. 14 and schedule 2, c. 4).
For the WAGRC, the CEO (‘Commissioner’) is appointed by the Governor (GR Act, s. 8).
Staff remuneration
The board has the power to set the remuneration of the CEO (EC Act, s. 13, WC Act, s. 14 and
PA Act, s. 13). The CEO is responsible for setting remuneration for staff (EC Act, s. 14, WC Act,
s. 16 and PA Act, s. 14).
For the Forests Products Commission, remuneration of the CEO is set by the Salaries and
Allowances Tribunal (FPC Act, schedule 2 c. 3). The General Manager sets staff remuneration
(FPC Act s. 38).
The terms and conditions for the WAGRC’s CEO are set by the Governor (GR Act, s. 12). The
CEO sets the terms and conditions of the WAGRC’s staff (GR Act, s. 73).
Note  EC Act (Electricity Corporation Act 1994), WC Act (Water Corporation Act 1995), PA Act, (Port
Authorities Act 1999), FP Act (Forest Products Act 2000). GR Act (Government Railways Act 1904). a For
board members, acting in the corporations interests when exercising their powers and discharging their duties






The Forest Products Commission and port GTEs are required to include proposed pricing
policies in development plans and statements of corporate intent for approval by the responsible
minister. Electricity and water GTEs are required to present pricing policies in their development
plans.
Western Power must set prices for access to distribution and transmission capacity that cover the
costs of maintaining and providing capacity plus a reasonable rate of return on the capital
investment (EC Act, schedule 6, cl. 6 and schedule 5, cl. 6).
The Forest Products Commission must set prices under production contracts that cover costs (as
defined in the Act) and include a component representing the profit from the exploitation of forest
products (FPC Act, s. 59).
Port GTE prices must be set in accordance with prudent commercial principles and may allow for
profit making and asset depreciation (PA Act, s. 37).
The Western Australian Government Railways Commission (WAGRC) may set charges subject
to the approval of the Minister. Charges must be published in the government gazette. The
Governor may also directly set charges. Charges set by the Governor supersede charges set by
the WAGRC (GR Act, s. 22).
Acquire, use and dispose of assets
For all GTEs, fixed assets and intellectual property may be used for profit as long they are used
in accordance with the GTE’s functions. They generally can acquire, hold, manage, improve and
dispose of any property for the purpose of meeting their functions.
Electricity, water and port GTEs must obtain the approval of the Minister for transactions that
exceed the greater of a fixed value — $20 million for electricity and $15 million for water — or a
percent of the written down value of the GTE’s fixed assets and investments — 1 per cent for
electricity and 0.25 per cent for water (EC Act, s.34; WC Act, s. 40 and PA Act, s. 32).b The
Treasurer must also approve transactions by port GTEs.
Western Power must provide access to new and excess distribution and transmission capacity
on a first come, first served basis (EC Act, schedule 5, cl. 2).c The Minister must also approve
any new substantial generation capacity that is not from efficiency improvements (EC Act,
schedule 7, cl. 3).
Port GTEs must seek approval from the Minister before selling crown land (including sea bed
and shores) or granting a lease, easement or licence on Crown land (PA Act, s. 27 and s. 28).
The Crown may also withdraw any vested property from a port GTE (PA Act, s. 26).
The WAGRC must have ministerial approval for the formation and participation in subsidiaries
and joint ventures (GR Act, s. 8B). The WAGRC must also have the approval of the Minister for
any additions and improvements to the railway (GR Act, s. 14). For some services provided by
the WAGRC, the WAGRC must give the Minister 14 days notice for proposals to increase
charges, or downgrade or withdraw services (GR Act, s. 28A).
Note  EC Act (Electricity Corporation Act 1994), WC Act (Water Corporation Act 1995), PA Act, (Port
Authorities Act 1999), FP Act (Forest Products Act 2000). GR Act (Government Railways Act 1904).  b A
transaction is any contract or other arrangement, regardless of whether the GTE is receiving or making
payment. Although port GTEs have a transaction limit, it is not prescribed in the PA Act. c Transmission
systems transport high voltage electricity (66kV or higher) while distribution systems transport lower voltage






Western Power, the Water Corporation and port GTEs are free to arrange their own finance
(EC Act, s. 82; WC Act, s. 80 and PA Act, s. 85).d However, the responsible minister, with
agreement from the Treasurer, may impose monetary limits on GTE borrowing. The limit can be
varied across financial years (EC Act, s. 83; PA Act, s. 86 and WC Act, s. 81).
The Forest Products Commission may borrow from the Treasurer on conditions approved by the
Treasurer (FP Act, s. 45). It may also enter a loan contract with prior permission from the
Treasurer for the purpose of performing its functions (FP Act, s. 46). The Treasurer may also
impose borrowing limits.
The Water Corporation must include proposed borrowings in statements of corporate intent
(WC Act, s. 50).
For the Western Australian Government Railways Commission, borrowings must be approved by
the Treasurer (GR Act, s. 54B). The Treasurer, with agreement from the Minister, may guarantee
the performance of a GTE in any financial obligation (GR Act, s. 54D).
Investments and subsidiaries
Western Power, the Water Corporation and port GTEs are free to invest funds in any way, unless
the funds are required to perform the GTEs’ functions.e These GTEs can also acquire
subsidiaries, but must first obtain the approval of the minister (EC Act, s.33; WC Act, s. 31 and
PA Act, s. 39). The subsidiary memorandum and Articles of Association must comply with the
establishing Act, including the statement of corporate intent. As well, ministerial approval is
needed to dispose of shares or appoint directors for subsidiaries. The minister can transfer any
shares held by the GTE.
For the Forest Products Commission, its functions include undertaking any project or operation to
develop the forest products production requirements of the state (FP Act, s. 10). This includes
entering sharefarming arrangements.
Ministerial directions
In all cases, the responsible minister may give directions to a GTE in regard to the performance
of its functions under the relevant Acts. Each direction must be followed and presented to
Parliament within 14 days of the direction being given.
For Western Power and the Water Corporation, if there is conflict between the direction and
commercial principles, the direction prevails (EC Act, s. 31 and WC Act, s. 30). However, the
board is to report the potential conflict to the minister who must consult the Treasurer and either
remove or confirm the direction (EC Act, s. 67 and WC Act, s. 65).
For the Forestry Products Commission, ministerial directions must not conflict with goals and
objectives established under strategic development plans and statements of corporate intent (FP
Act, s. 14). If directions conflict with commercial principles, the direction prevails (FP Act, s. 12).
Directions must also be reported in annual reports (FP Act, s. 14).
For the WAGRC, the Minister may give directions in writing to the Commission with respect to the
performance of its functions, either generally or in relation to a particular matter. Any directions
must be included in the annual report (GR Act, s. 8C).
Note  EC Act (Electricity Corporation Act 1994), WC Act (Water Corporation Act 1995), PA Act, (Port
Authorities Act 1999), FP Act (Forest Products Act 2000).  GR Act (Government Railways Act 1904).
d Includes the power to enter loans, borrow and re-borrow money or obtain credit.e This includes investing in




Table B.24 Governing board responsibility and authority — Tasmania, 2003
Responsibilities
The boards of Government Business Enterprises (GBEs) are responsible, under s. 12 and s. 38
of the Government Business Enterprises Act 1995, to the Portfolio Minister and the Treasurer, for
ensuring that the GTE caries out its functions in a sound commercial manner. The board is also
responsible for the achievement of the GBE’s objectives as specified in the Government
Business Enterprises Act 1995, its portfolio Act (such as the Forestry Act 1920) and its corporate
plan.
Boards of State-owned Companies (SOCs) are required to act in the interests of the corporation
when exercising their duties, in accordance with the Corporations Act 2001 (Cth).
Duties
The board of a GBE is expected to act in a similar manner to the board of a private company,
representing the interests of the Tasmanian Government as the 100 per cent owner of the GBE
(DTF(Tas) 1998). In particular, the board is required to inform the shareholder ministers of any
developments that may, in the opinion of the board, significantly affect the GBE’s operations.
The boards of the electricity GTEs, ports GTEs and Metro Tasmania are required to undertake
the functions and duties required of them under the Corporations Act 2001 (Cth.) to facilitate the
carrying out of these SOCs’ objectives. Boards of SOCs may delegate any of their powers to any
person, other than the power of delegation.
Appointment and dismissal of CEO
For GBEs, the Premier appoints the CEO, on the recommendation of the Portfolio Minister
following that person’s nomination by the GBE’s board (Government Business Enterprises Act
1995, s. 18(2)). The Premier on the recommendation of the board or the Portfolio Minister may
dismiss the CEO. The board and Portfolio Minister must first consult the other, prior to
recommending the dismissal of the CEO to the Premier (ss. 5–7).
The CEOs of SOCs are to be appointed by the board members of the SOC; as described in their
Articles of Association.
Staff remuneration
The monitored GBEs may employ any non-executive staff they consider necessary for the
performance of their functions. There are no explicit provisions regarding the remuneration of
non-executive staff for the monitored GBEs.
Pricing restrictions
Prices that can be charged by the Hydro-Electric Corporation, Transend Networks and Aurora
Energy are monitored by the Office of the Tasmanian Energy Regulator.
Metro Tasmania’s fares are regulated by the Government Prices Oversight Commission
(GPOC).Prices that can be charged by the Local Government Water Authorities are also





Acquire, use and dispose of assets
Except with the approval of both Houses of the Tasmanian Parliament, a Government Business
Enterprise (GBE) must not dispose of a main undertaking or allow a subsidiary to dispose of a
main undertaking (Government Business Enterprises Act 1995, s. 7).a In addition, the
Hydro-Electric Corporation may not dispose of prescribed generating plant or dispose of any land
without the consent of the Portfolio Minister.
State-owned Companies (SOCs) must not sell or dispose of their main undertakings except
where approved by special resolution of the Members. In addition, Metro Tasmania cannot sell or
otherwise dispose of the whole or a substantial part of its assets without the approval of both
Houses of the Tasmania Parliament (Metro Tasmania Act 1997, s. 19).
Borrowing
GBEs, may borrow funds from the Treasurer for such purposes as he or she considers
appropriate, however the Treasurer is required to first consult with the Portfolio Minister
(Government Business Enterprises Act 1995, s. 45(1), (2)). If the GTE is borrowing to cover an
operating loss incurred by it or its subsidiaries, the Treasurer must consider several factors
including; the amount, reasons and consequences of the loss; and the impact on the liquidity and
viability of the GBE due to the loss (s. 45(3),(4)).
A GBE may borrow from a person other than the Treasurer for the purposes of performing its
functions and achieving its objectives (s.47(1)).
Aurora Energy and Transend Networks must not, except where approved by special resolution,
borrow from any person other than the Tasmanian Public Finance Corporation.
Investments and subsidiaries
Boards of GBEs are required by Treasurers’ Instructions to set investment objectives, ‘which aim
to maximise the returns on invested funds within acceptable levels of risk’. Boards are required to
address the issues involved in an investment policy statement.b
There are no specific investment arrangements specified in the monitored SOCs’ corporatisation
Acts.
Ministerial directions
The responsible ministers may, jointly, give a direction to a GBE to perform a community service
obligation (Government Business Enterprises Act 1995, s. 65(1)). The GBE may, within 21 days,
object to the direction. If the responsible Ministers, jointly, determine not to withdraw or amend
the direction, a copy of both the direction and the objection must be laid before each House of
Parliament (s. 65(7)).
A GBE may, and if the Treasurer directs, must deposit money with or lend to the Tasmanian
Public Finance Corporation any money that the GBE does not require for its immediate
requirements.
The Portfolio Minister may, with the approval of the Treasurer, enter into an agreement with an
SOC to perform, or cease to perform certain activities.c
a A main undertaking means an undertaking or asset specified in the GBEs corporate plan to be a main a
undertaking.  b The investment policy for Tasmanian GTEs is detailed in an attachment to Treasurers’
Instruction GBE 07-44-01 Investments;  Prudential Guidelines — Investments by Tasmanian GBEs. c The
relevant sections are; s. 19 of the Electricity Companies Act 1997, s. 27 of the Port Companies Act 1997,
s. 21 of the Metro Tasmania Act 1997.402 FINANCIAL
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Table B.25 Governing board responsibility and authority — Australian
Capital Territory, 2003
Responsibilities
ACTEW Corporation’s board is responsible for the day to day operations of the corporation.
Board members are required to exercise its responsibilities with the care and diligence expected
of board members subject to the Corporations Act 2001 (Cth).
The ACTION Authority’s board has a general responsibility for the strategies and policies of the
authority and ensure that it exercises its functions in a proper, effective and efficient way
(ACTION Authority Act, s. 9). Board members are expected to exercise their functions with the
degree of honesty, care and diligence expected of directors subject to the Corporations Act 2001
(Cth) (s. 13).
Duties
The board members of ACTEW Corporation are required to submit to the voting shareholders a
draft statement of corporate intent (TOC Act, s. 19(1)) and an annual report (TOC Act, s. 22(1))
within a prescribed time each year. Information required to be furnished by board members
under the Corporations Act 2001 (Cth) is applicable to ACTEW (TOC Act, s. 22(3)).
Board members of the ACTION Authority must disclose any pecuniary interests in a matter being
considered by the board and may not participate in a deliberation of the board in relation to that
matter (ACTION Authority Act, s. 15).
Appointment and dismissal of CEO
The chief executive officer (CEO) of ACTEW Corporation is appointed by the board.
ACTION Authority must appoint a chief executive in a manner consistent with part 19.3 of the
Legislation Act 2001 (s.19(1)). The Authority may enter into an agreement regarding the CEO’s
conditions of appointment only after consultation with the Minister. As stated by the Legislation
Act 2001 and s. 19(4) of the ACTION Authority Act 2001, the Authority has the power to
terminate the appointment of the CEO if the individual in carrying out their functions doe not act
in accordance with any policies or directions of the board. The CEO is required to sit on the
board, except when the board is considering matters relating to the appointment and
remuneration of the CEO (s. 10).
Staff remuneration
The conditions of employment for the ACTION Authority’s executive staff are to be agreed
between the authority and the executive staff (ACTION Authority Act 2001, s. 21). Non-executive
staff are employed subject to the terms and conditions in the Public Sector Management Act
1994 (s.22).
Pricing restrictions
ACTEW Corporation’s charges for water and electricity are regulated by its licence agreement,
the terms of which are set out in the Utilities Act 2000.
The ACTION Authority’s charges are set by the Independent Pricing and Regulatory Commission
pursuant to the Road Transport (Public Passenger Services) Act 2001.
Acquire, use and dispose of assets
ACTION and its subsidiaries may not, without the Treasurer’s prior written approval sell or
dispose of a significant asset, mortgage a significant part of its undertakings or assets, or enter
into a contract for the payment or receipt of an amount in excess of $500 000 (ACTION Authority
Act, s. 7). The Authority may only dispose of its main undertakings following Legislative
Assembly approval.






The Treasurer may, on behalf of the Territory, lend money to ACTEW Corporation, as a TOC, on
such terms as the Treasurer determines. ACTEW may within its approved borrowing limits
(approved in writing by the Treasurer each financial year) also borrow, or otherwise raise money,
from sources other than the Territory (TOC Act, ss. 24–25).
Investments and subsidiaries
ACTEW Corporation may not acquire a subsidiary without the prior written consent of the
responsible ministers (TOC Act, s. 16(1)). It may only dispose of a significant undertaking or a
subsidiary if the Legislative Assembly passes a resolution approving the disposal.
Ministerial directions
The Chief Minister and Deputy Chief Minister may issues written directions to the board of
ACTEW Corporation to perform an activity, cease to perform an activity or change the manner in
which an activity is performed. The responsible ministers may only issue a direction if they have
previously requested the board to undertake the substance of the direction and the board have
refused or advised that such a direction would not be in the best interests of the corporation. The
Portfolio Minister must present a copy of the direction and an estimate of the net reasonable cost
of compliance within 15 sitting days of issue (TOC Act, s. 17(4)).
The Minister may give written directions to the ACTION Authority in relation to the exercise of its
functions. Prior to doing so, the Minister must notify the authority of the effect of the proposed
direction, give the authority time to comment on the direction, and consider any comments made
by the authority. The Minister must present a copy of any direction to the Legislative Assembly
within six sitting days (ACTION Authority Act s.25).
Note TOC Act (Territory Owned Corporations Act 1990), Action Authority Act (ACTION Authority Act 2001).404 FINANCIAL
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Table B.26 Governing board responsibility and authority — Northern
Territory, 2003
Responsibilities
Power and Water Corporation’s board is responsible for the Corporation’s operations and
accountable to the shareholding minister for the financial performance of the Corporation
(GOC Act, s. 15).
The Darwin Port Corporation has the power to do all things that by or under the DPC Act it is
required or permitted to do, or that are necessary or convenient to be done for or in connection
with, or that are reasonably incidental to, the performance of its functions (DPC Act, s.17).
The Darwin Port Corporation is responsible for the regulation, improvement, management,
operation and control of the promotion of trade within the port; the movement of vessels in the
port; the provision and maintenance of port facilities; and recreational, tourist and commercial
activities in the port (DPC Act, s. 16).
Duties
The board of Power and Water Corporation must notify the shareholding minister immediately if it
forms the opinion that matters have arisen that may prevent, or significantly affect, achievement
of its objectives (and its subsidiaries) as stated in the statement of corporate intent (SCI); or that
may prevent, or significantly affect, achievements of the targets in the SCI.
The duties and liabilities of directors specified in Part 2D.1 of the Corporations Act 2001 (Cth) are
applicable to Power and Water Corporation (GOC Act, s. 20).
For the Power and Water Corporation and the Darwin Port Corporation, board members must
disclose any pecuniary interests in a matter being considered by the board and may not
participate in a deliberation of the board in relation to the matter (GOC Act, s. 26; DPC Act,
s. 7G).
If a board member has a direct or indirect interest in a matter being considered, or about to be
considered, by the board of the Power and Water Corporation, he or she must disclose the
nature of the interest to a meeting of the board as soon as practicable after the relevant facts
come to the his or her knowledge and the disclosure is to be recorded in the board’s minutes.
(GOC s. 26).
For the Darwin Port Corporation, board members must disclose any direct or indirect pecuniary
interests in a matter being considered by the board and may not participate in a deliberation of
the board in relation to the matter (GOC Act, s. 26; DPC Act, s. 7G).
Appointment and dismissal of CEO
The chief executive officer (CEO) of the Power and Water Corporation is appointed by the
Administrator of the Northern Territory on the recommendation of the shareholding minister and
the board. The Administrator may, at any time, terminate the appointment on the
recommendation of the shareholding minister and board (GOC Act, s. 16).
For the Darwin Port Corporation, the CEO is appointed by the Minister (DPC Act, s. 8). The CEO
is also a board member of the Corporation. The DPC Act includes a range of circumstances
when the Minister may dismiss the CEO, including for inability, inefficiency, misbehaviour or
physical or mental incapacity (DPC Act, s. 7D).a
Note GOC Act (Government Owned Corporations Act), DPC Act (Darwin Port Corporation Act). a The Minister
must dismiss a CEO if the CEO is absent from 3 consecutive meetings (except when leave is granted) or the






The terms and conditions for the Power and Water Corporation’s chief executive officer (CEO)
are set by the shareholding minister (GOC Act, s. 24). The Darwin Port Corporation’s CEO holds
office on such terms and conditions as the Administrator determines (DPA Act, s. 8).
Under the PSEM Act — which applies to both the Power and Water Corporation and the Darwin
Port Corporation — the appropriate minister shall determine the terms and conditions (including
the remuneration) of a person appointed to act in the office of the CEO. (PSEM Act s.21). An
appropriate minister shall not give a CEO a direction relating to the appointment, promotion,
assignment,  reassignment or terms and conditions of employment (including the remuneration)
of a particular person. (PSEM Act s.21).
The board of Darwin Port Corporation has the power to appoint employees (DPC Act, s. 17).
Pricing restrictions
The Power and Water Corporation’s retail electricity charges for small (non-contestable)
customers are set by Government via an Electricity Pricing Order under the Electricity Reform
Act. The maximum allowable revenue the Power and Water Corporation can earn from its
transmission network through network access tariffs and charges is set by the Utilities
Commission under the Network Access Code (a schedule to the Electricity Networks (Third Party
Access) Act). Water and sewerage charges are set by the Minister under a pricing order under
the Water Supply and Sewerage Services Act.
The Darwin Port Corporation has the power to impose dues and levy charges in respect to
shipping using the Port or in respect of the use of a port facilities; prescribed substances passing
through the Port, regardless of whether there is any use of a port facilities; and conduct of
activities in the Port, or the use of facilities of the Port, for recreational, tourist and commercial
purposes (DPC Act s.17).
Acquire, use and dispose of assets
The Power and Water Corporation must develop a procurement policy that is consistent with the
principles of the Territory’s procurement policy. The policy must be approved by the portfolio
minister. Until the policy is developed, the Procurement Act applies (GOC Act, s. 36).b
Power and Water Corporation must not dispose of capital or financial investments above a
prescribed threshold without the approval of the shareholding minister (GOC Act, s. 38).
The Darwin Port Corporation is not permitted to dispose of port land without written approval by
the Minister (DPC Act, s. 15).
Borrowing
The shareholding Minister may approve the borrowing of an amount of money by the Power and
Water Corporation. The Power and Water Corporation may only borrow money other than from
the Northern Territory Corporation with the approval of the shareholding minister (GOC Act,
s. 35).
In relation to the Darwin Port Corporation, the FM Act allows the Treasurer  to raise money or
otherwise obtain financial accommodation in Australia or elsewhere, for the Territory, an Agency,
a local government council or other person. (s. 32)
Note GOC Act (Government Owned Corporations Act), DPC Act (Darwin Port Corporation Act). PSEM Act
((Public Sector Employment and Management Act); FM Act (Financial Management Act). b The Procurement






Power and Water Corporation must not undertake a capital investment above the relevant
prescribed threshold unless it is approved by the shareholding minister. It must also not acquire a
financial investment above the relevant prescribed threshold unless it is approved by the
shareholding minister (GOC Act, s. 37). Power and Water Corporation must not form or acquire a
subsidiary, trust, joint venture or other similar arrangement involving a third party or undertake
capital or financial investment outside the Territory without the approval of the shareholding
minister (GOC Act, s. 37).
In relation to Darwin Port Corporation, the FM Act allows the Treasurer to invest amounts from
time-to-time permitted under the Act, and for such periods, as the Treasurer thinks fit. (FM
Act s.29). The Treasurer may determine or alter the capital structure of an Agency or a
Government Business Division, including converting debt to equity, converting equity to debt,
increasing equity, withdrawing equity, transferring assets and altering the equity base. (FM Act,
s. 36).
Ministerial directions
The shareholding minister of the Power and Water Corporation may issue directions to the
board, including directions to use or establish policies under which Power and Water Corporation
is to operate. The shareholding Minister may only issue directions if they have consulted with the
board and requested the board to advise the shareholding minister whether, in its opinion,
complying with the direction would not be in the best interests of Power and Water Corporation or
any of its subsidiaries. Any directions must be tabled in Parliament within six sitting days after the
direction was given (GOC Act, s. 4).
The portfolio minister, with the agreement of the shareholding minister, may also direct the
Power and Water Corporation board in writing to apply a public sector policy or to act in the
public interest. In both cases, the portfolio minister must table any directions in Parliament within
six sitting days after the direction was given (GOC Act, s. 29, s. 30).
The shareholding minister may direct the Power and Water Corporation board to declare an
amount as a dividend or special dividend. Any such direction must be tabled in Parliament within
six sitting days (GOC Act, s. 31).
The Darwin Port Corporation is subject to the written directions of the Minister in the exercise of
its powers and the performance of its functions (DPC Act, s. 15).




Table B.27 Governing board responsibility and authority —
Commonwealth, 2003
Responsibilities
The boards of each GTE are established under their individual corporatisation Acts.
The general conduct of board members is subject to the provisions of the Corporations Act 2001
(for company GTEs such as Snowy Hydro and Telstra) and the Commonwealth Authorities and
Companies Act 1997 (CAC Act) — the provisions of which are based on the Corporations
Act 2001. Board members are required to prepare a corporate plan and annual report for each
GTE. Under the CAC Act, the board has a general duty to keep the responsible ministers
informed of the operations of the authority and its subsidiaries; and give both ministers such
reports, documents and information in relation to those operations as either requires (s. 16).
Duties
The board of a Government Business Enterprise (GBE) is accountable for the its overall
performance and for ensuring that the corporation performs its functions in a manner consistent
with sound commercial practice. Directors set the GBE’s key objectives and strategies via a
rolling three-year corporate plan, submitted annually to the shareholder ministers. Progress
against the plan is reported quarterly. Ministers are also provided with ad hoc advice on
developments of significance, as appropriate.
The board of Australia Post decides the objectives, strategies and policies to be followed by
Australia Post; and to ensure that Australia Post performs its functions in a manner that is proper,
efficient and, as far as practicable, consistent with sound commercial practice (Australian Postal
Corporation Act 1989, s. 23).
The board of Airservices Australia decides the objectives, strategies and policies to be followed
by the GTE and is required to ensure that it performs its functions in a proper, efficient and
effective manner (Air Services Australia Act 1995, s. 21).
The boards of Telstra and Snowy Hydro must comply with the duties required of them under the
Corporations Act 2001.
Appointment and dismissal of CEO
The managing director of Australia Post is to be appointed by the board on terms and conditions
determined by the board (Australian Postal Corporation Act 1989, ss. 83, 86).
The CEO of Airservices Australia is appointed the board on such terms and conditions as
determined by the board (Air Services Act 1995, s. 34). The CEO’s appointment may be
terminated by the board (s. 40).
Staff remuneration
The board of Airservices Australia may employ the staff and consultants necessary to perform its
functions (Air Services Act 1995, ss. 42, 43). The remuneration of the CEO and staff of
Airservices Australia is to be determined by its board (ss. 36, 42).
The management of Australia Post may employee the people necessary to perform its functions.
The terms and conditions of employment are determined by Australia Post (Australian Postal
Corporation Act 1989, s. 89 ).
Under s. 23 of the Snowy Hydro Corporatisation Act 1997, employees transferred from the







The Australian Rail Track Corporation’s prices for track access are set by the board, subject to
the conditions of its Rail Access Undertaking with the Australian Competition and Consumer
Commission.
Before varying rates of postage, the board of Australia Post is required to give the Minister
written notice of the proposed changes. The Minister has up to 30 days to reject the proposed
changes, giving thought to Australia Post’s obligations under the Act, changes in the consumer
price index, and any other matters he or she considers appropriate (Australian Postal
Corporation Act 1989, s. 33).
The board of Airservices Australia may set service charges subject to the Prices Surveillance
Act 1983.
Acquire, use and dispose of assets
Australia Post has the power to the acquire, use and dispose of any land and buildings it feels
necessary and convenient in the carrying out of its functions (Australian Postal Corporation Act
1989, s.19(2)).
Airservices Australia may acquire, hold and dispose of real and personal property as is
necessary and convenient for the carrying out of its functions (Air Services Act 1995, s.11(2)(b)).
The Telstra and Snowy Hydro corporatisation acts do not explicitly limit the power of either GTE
to sell, or dispose of its assets, subject to board approval.
Borrowing
The Treasurer may lend money, appropriated by the Parliament for that purpose, to Airservices
Australia or Australia Post on terms and conditions determined by the Minister for Finance (Air
Services Act 1995, s. 48; Australian Postal Corporation Act 1989, s. 60).
Investments and subsidiaries
GTEs may invest any surplus funds (funds not required immediately for the purposes of the GTE)
in any manner consistent with sound commercial practice (Commonwealth Authorities and
Companies Act 1997, s. 19(3)(d)).
Ministerial directions
The responsible minister may issue a direction to the board of a GTE of any general policies of
the Commonwealth Government that are to apply to the GTE (Commonwealth Authorities and
Companies Act 1997, s. 28).
The responsible minister may direct Airservices Australia, pursuant to ss. 14, 16, 18, 46 or 47 of
the Airservices Act 1995, provided it is in accordance with its function as stipulated in s. 8.1 of
the Act. Under s. 74, where a Minister gives a direction pursuant to one of the above sections, he
or she must table the direction in Parliament within 15 sitting days of the direction being given.
The Minister responsible for Australia Post may, after consultation with the board, give directions
in relation to the performance of Australia Post’s functions (Australian Postal Corporation Act
1989, s. 49). The Minister may not give directions relating to rate of postage or other amounts
charged for work done by the GTE.
The Minister for Communications, Information Technology and the Arts may issue ministerial
directions to Telstra under s.9 of the Telstra Corporation Act 1991.CORPORATISATION
FRAMEWORK
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Table B.28 Accountability and auditing — New South Wales, 2003
Reporting
All GTEs are required to prepare and submit an annual report within four months of the end of its
financial year to the Treasurer (AR Act, s. 10). The Treasurer must lay or cause the report to be
laid in both houses of Parliament within one month. Copies are also to be made available for
public sale or distribution (AR Act, s. 11).a
Electricity, port and most water GTEs are also required to prepare a half-yearly report at the end
of the first six months of each financial year. Each report must include information required by the
statement of corporate intent (SOC Act, s. 23).
The Sydney Catchment Authority (SCA), in addition to its annual report, must submit reports to
the Minister, for tabling in Parliament, on subjects and at times specified in its operating licence
(SWCM Act, s. 39). The minister must table these reports in Parliament within one month or
receipt.
Contents of reports
GTE annual reports are to include consolidated and subsidiary financial statements; the opinions
of the auditor; any response to the auditor by the GTE; a detailed budget (except where an
exclusion is made by the Treasurer); a ‘report of operations’; and other prescribed matters (SOC
Act, s. 24A; AR Act, s 7).
GTE annual reports are required to include a ‘report of operations’. This should include
particulars relating to its charter; aims and objectives; access; management and structure;
summary review of operations; and legal changes (AR Act, s. 9).
In addition to the above, the Rail Infrastructure Corporation must include in its annual report a
section that identifies the trends in access for passenger and freight services on the NSW rail
network; identify and parts of the network where there is or is likely to be insufficient capacity;
and sets out what it proposes should be done to ensure sufficient capacity for those services
(TA Act, s. 19G).
Information provision
For electricity and port GTEs, the board must supply to the voting shareholders (and the portfolio
minister) such information relating to its affairs as they request from time-to-time (SOC Act,
s. 29).
The State Transit Authority and the State Rail Authority are required to supply the Minister (or
person nominated by the Minister), such information relating to its activities as the Minister (or
person) may require. It must keep the Minister informed of the general conduct of its activities,
and of any significant development in activities (TA Act, s. 14).
Under the terms of the SCA’s licence, it is required to provide reports in addition to its annual
report to the portfolio minister to be presented in Parliament (SWCM Act, s. 39).
Auditing
The financial accounts of all NSW GTEs are subject to audit by the Auditor-General under the
Public Finance and Audit Act 1983. The Act specifies the content of financial statements and
provides for exemptions from reporting particular items with the approval of the Treasurer
(s. 41B). Under the Act, NSW GTEs may also be subject to ‘performance audits’ to determine
whether a GTE is carrying out activities effectively and doing so economically and efficiently and
in compliance with all relevant laws (s. 38B).
Note SOC Act (State Owned Corporations Act 1989); TA Act (Transport Administration Act 1988); SWCM Act
(Sydney Water Catchment Management Act 1998); Forestry Act (Forestry Act 1916). AR Act (Annual Reports
(Statutory Bodies) Act 1984).  a  Financial statements must be prepared in accordance with the relevant
provisions of the Public Finance and Audit Act 1983.410 FINANCIAL
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Table B.29 Accountability and auditing — Victoria, 2003
Reporting
Metropolitan retail water GTEs are required to prepare an annual report to the Treasurer in a
specified form (SOE Act, s. 13A).
Annual reporting requirements for port GTEs and the non-metropolitan water GTEs are specified
in the Financial Management Act 1994. Under this Act, a report of each GTE’s operations,
including financial statements must be prepared as soon as practicable after the end of the
financial year. Financial statements are required to be submitted to the Auditor-General within
8 weeks after the end of the financial year (FM Act, s. 45).
Contents of reports
The annual report of port GTEs is required to include a copy of ministerial directions given to it
during that year and a statement of its response to the directions. The annual report must also
include a copy of the statement of corporate intent last completed (PS Act, s. 44).
The annual reports of metropolitan retail water GTEs are required to be in a form specified by the
Treasurer (SOE Act, s. 13A).
The annual report for non-metropolitan water GTEs must include a report of operations or other
information required by the Minister. The financial statements must contain information as is
required by the Minister and be prepared in a manner and form approved by the Minister
(FM Act, s. 48, s. 49). The annual report for non-metropolitan water GTEs must also include a
summary of any directions given by the Minister (Water Act, s. 307).
Information provision
For port GTEs, the portfolio minister or Treasurer may request, in writing, that the board provide
such information as they require (PS Act, s. 43). The board must also notify the minister and
Treasurer of significant events that may prevent, or significantly affect, the achievement of the
business objectives of the GTE under its corporate plan (PS Act, s. 37).
For the Melbourne Water Corporation (MWC), the Treasurer may, in writing, require the board to
give the Treasurer such information as is specified in writing (MWC Act, s. 42). If the Board forms
the opinion that matters have arisen that may prevent, or significantly affect, achievement of the
objectives of the MWC and its subsidiaries under the corporate plan; or that may prevent, or
significantly affect, achievement of the financial target under the plan, the Board must
immediately notify the Minister and the Treasurer of its opinion and the reasons for the opinion
(MWC Act, s. 45).
Metropolitan retail water GTEs may also be directed by the Treasurer in writing to provide such
information as the Treasurer considers necessary (SOE Act, s. 53). The boards of these GTEs
must also notify the portfolio minister and Treasurer of any significant events affecting the
achievement of its objectives or targets (SOE Act, s. 54).
The Water Act does not specify requirements for the provision of information by non-metropolitan
water GTEs.
Auditing
Under the Audit Act 1994, all Victorian GTEs’ financial statements are audited by the
Auditor-General to determine whether those statements present fairly the financial position and
financial operations of the GTEs under applicable accounting standards, other mandatory
reporting professional requirements in Australia and the financial reporting requirements of the
Financial Management Act 1994 (Audit Act, s. 3A, FM Act, s. 48, s. 49).
The financial statements of the metropolitan retail water GTEs must comply with the
requirements of the Corporations Act 2001 (Cth).
The Auditor-General may also conduct a broader performance audit of Victorian GTEs to
determine whether an authority is achieving its objectives effectively and doing so economically
and efficiently and in compliance with all relevant legislation (Audit Act, s. 18).
Note Water Act (Water Act 1989); PS Act (Port Services Act 1995), SOE Act (State Owned Enterprises Act




Table B.30 Accountability and auditing — Queensland, 2003
Reporting
All GTEs — except DPI Forestry — must prepare quarterly reports and annual reports for the
voting shareholders (GOC Act, s. 127, s. 128 and s. 130). Annual reports must be tabled in
Parliament within 14 days of being received by the voting shareholders.
The board must also provide information on industrial relations policies and may be required to
outline key financial management plans in statements of corporate intent.
Contents of reports
The required contents for quarterly reports are spelt out in statements of corporate intent (GOC
Act, s. 130).
Annual reports must contain financial statements that present information required under the
Financial Administration and Audit Act 1977 (and Corporations Law for ‘company’ GOCs).
Annual reports must also contain information required to enable the voting shareholders to
evaluate GTE and subsidiary performance against statement of corporate intent (GOC Act,
s. 131).
The dividend policy, statement of corporate intent, modifications to the statement of corporate
intent, ministerial directions and impacts of ministerial modifications and directions on financial
performance must also be reported in annual reports.
Information provision
All GTEs — except DPI Forestry — must keep voting shareholders reasonably informed, by
providing reports and information, on the financial performance and position of the GTE and its
subsidiaries (GOC Act, s. 133).a
GTEs must also notify voting shareholders of matters that may affect the ability of the GTE to
meet goals established in statements of corporate intent and corporate plans.
Voting shareholders may request the CEO of a government department to investigate and report
to them on any matter related to the GTE or its subsidiaries (GOC Act, s. 185). GTEs are to give
the CEO any requested information relevant to the investigation.
Auditing
All GTE financial statements and their subsidiaries are to be audited by the Auditor-General. The
Auditor-General may also undertake a performance audit, evaluating whether objectives are
being achieved economically, efficiently and effectively. Parliament may also request the
Auditor-General to undertake an audit on the financial administration of a GTE or subsidiary. The
Auditor-General may appoint an appropriately qualified contractor for a particular audit.
The Auditor-General may conduct an audit in the way the Auditor-General considers appropriate,
taking into consideration the character of the internal control system and recognised standards
and practice.
The Auditor-General must prepare a report for each audit stating whether the statements relating
to the accounts of the GTE have been audited and drawing attention to any financial
management function that was inadequately performed and note action taken to remedy
deficiencies in previous reports. All reports are to be tabled in Parliament.
Note GOC Act (Government Owned Corporations Act 1993). a The voting shareholders may delegate the
powers under this section to any person.412 FINANCIAL
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Table B.31 Accountability and auditing — South Australia, 2003
Reporting
SA GTEs must prepare annual financial reports on a consolidated basis in accordance with the
requirements of its charter and instructions issues by the Treasurer under the Public Finance and
Audit Act 1987. SA Water must deliver an annual report to its responsible minister within three
months of the end of each financial year (PC Act, s. 32). The Minister must present a copy to
Parliament within 12 sitting days (PC Act, s. 33).
Contents of reports
SA GTE annual reports must include audited accounts and financial statements and a copy of
the charter as in force for that financial year. Other required information includes the prescribed
information relating to the remuneration of executives of a GTE and executives of its subsidiaries
and any other information required by or under the provisions of this or any other Act (PC Act,
s. 33).
Information provision
SA GTEs must provide the responsible minister with any information that the minister requests in
writing. Although there are conditions regarding the provision of material that the board considers
to be confidential, the minister is able to disclose such information as required in the proper
performance of ministerial functions or duties (PC Act, s. 7). Similar requirements apply for
information requested by the Treasurer from SA Water (SAWC Act, s. 10).
A representative of the responsible minister or Treasurer may attend, but not participate in, any
Board meeting and have access to papers provided to board members for the purposes of the
meeting (PC Act, s. 80).
Auditing
SA GTE financial statements are audited by the Auditor-General (PC Act, s. 32).
Note PC Act (Public Corporations Act 1993); SAWC Act (South Australian Water Corporation Act 1994).CORPORATISATION
FRAMEWORK
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Table B.32 Accountability and auditing — Western Australia, 2003
Reporting
Western Power and the Water Corporation must prepare annual reports for the responsible
minister and quarterly reports for the minister and Treasurer in the first three quarters of the
financial year (EC Act, s. 61, s. 62 and WC Act, s. 59, s. 60). Quarterly reports are made
available to the public after consulting with the GTE.a Annual reports are to be tabled in
Parliament within 21 days from the time presented to the Minister.
The Forest Products Commission and port GTEs must prepare half-yearly (for the first half of the
financial year) and annual reports (FP Act, s. 19, s. 50 and PA Act, s. 67, s. 68). Half-yearly
reports must be presented to the responsible minister and Treasurer. The Forest Products
Commission half-yearly report must be tabled in Parliament within 14 days from the time
presented to the Minister.
Annual reporting by the Western Australian Government Railways Commission (WAGRC) is
covered by the Financial Administration and Audit Act 1985. Under this Act, the WAGRC must
prepare an annual report for the minister within 2 months after the end of the financial year.
Contents of reports
The contents of quarterly and half-yearly reports must be spelt out in statements of corporate
intent. Annual reports must contain financial statements that present information required under
the Financial Administration and Audit Act 1985 and the Corporations Act 2001 (Cth).
For Western Power and the Water Corporation, annual reports are to contain information to
enable performance against statements of corporate intent to be determined, directions given by
the responsible minister and their impacts on profit and any other information that may help
assess performance (EC Act, s. 62 and WC Act, s. 60).
For port GTEs, annual reports must contain information on GTE performance in protecting the
port environment, ministerial directions and impacts on performance, board remuneration and
commentary on any issue relating to the performance of the GTE that was raised in the
statement of corporate intent (PA Act, s. 69).
The annual report of the Forest Products Commission and the WAGRC report must be prepared
according to guidelines in the Financial Administration and Audit Act 1985.
The contents of the WAGRC’s annual report are set out in the Financial Administration and Audit
Act 1985. Under this Act, the annual report must include: financial statements for the financial
year; performance indicators and such other information as may be directed by the Treasurer's
Instructions; a report on the operations of the GTE during the financial year; and such other
information as the Minister may direct in writing (s. 66).
The WAGRC is also required to prepare a financial summary report (the ‘Quarterly Railways
Summary Account’) every three months. The report is required to be published in the
government gazette and tabled in Parliament (GR Act, s. 59). This report is separate to another
quarterly report prepared for the Minister that must include information on traffic returns and
earnings, the condition of railways and other matters as directed by the Minister. The reports are
required to be tabled in Parliament (GR Act, s. 90).
Note  EC Act (Electricity Corporation Act 1994), WC Act (Water Corporation Act 1995), PA Act, (Port
Authorities Act 1999), FP Act (Forest Products Act 2000). GR Act (Government Railways Act 1904). a The
minister must check the commercial sensitivity of information in the report with the GTE. A GTE may ask the






For all GTEs, the responsible minister may request the chief executive officer or board to provide
any information related to the GTE.b As well, the GTEs must keep the minister reasonably
informed on their operations, financial performance and financial prospects.c   
Any matters that arise that may impact on the ability of a GTE to meet is goals and objectives
must be raised with the minister.
If a GTE board believes that it is unable or will be unable to meet financial obligations, then it
must notify the minister in writing and provide appropriate information supporting their opinion.
For the Western Australian Government Railways Commission, the Minister may have access to
any information requested and may retain copies of the information (GR Act, s. 8D).
Auditing
All GTE financial statements are audited by the Auditor-General. The Auditor-General’s report is
to comment on whether the financial statements are properly drawn up to give a fair view of the
GTE financial position. Where qualification is made on the adequacy of the statement, the
Auditor-General must give details of the qualification.
The Auditor-General may also investigate at any time GTE financial management information
and accounting systems, the effectiveness and efficiency of GTEs and their internal control
mechanisms.
Note GR Act (Government Railways Act 1904). b For Western Power, the Water Corporation and port GTEs,
the board or chief executive officer must advise the minister whether the public disclosure of the information




Table B.33 Accountability and auditing — Tasmania, 2003
Reporting
Boards of Government Business Enterprises (GBEs) are required to prepare quarterly reports on
their operations (Government Business Enterprises Act 1995, s.57). The reports for the first three
quarters must generally be provided to the responsible ministers within 30 days after the end of
the quarter, or within another period agreed between the board and the responsible ministers.
The report for the fourth quarter of the financial year must be provided within 60 days after the
end of the financial year.
GBEs are also required to prepare an annual report.
The electricity State-owned Companies (SOCs), port SOCs and Metro Tasmania must provide
the Portfolio Minister with any financial statements, directors’ reports, auditor’s report and the
annual report for the company and its subsidiaries that are required under the Corporations Act
2001 (Cth). The Minister is required to lay these reports before each House of Parliament within
seven sitting days of receiving them.
Contents of reports
The quarterly performance reports of GBEs must include a summary report, which contains
information on the operating and financial performance of the GBE, a statement of financial
performance and a capital expenditure statement. The commentary on financial performance
must include explanations for any variation to budget expectations, as well as measures of value
creation such as shareholder value added (SVA). For quarters ending 31 December and
30 June, the GBE must also include a statement of financial position, financial ratios and the
SVA calculation model.
Annual reports of GBEs are required to contain the financial statements of the GBE, a copy of
the audit report carried out pursuant to s. 54, reports on the operations and on the performance
of the GBE in comparison to the performance indicators specified in its corporate plan, and a
statement detailing any community service obligations carried out by the GBE (Government
Business Enterprises Act 1995, s. 55). Any other information specified in Treasurer’s Instructions,
or required to fully inform the responsible ministers must also be included.
Auditing
The Auditor-General is required to audit the financial statements of the GBEs (Government
Business Enterprises Act 1995, s. 54 and Financial Management and Audit Act 1990, s. 40).
The Auditor-General is also required to audit the financial statements of the electricity and ports
SOCs, unless another auditor is appointed by the responsible ministers.a The board of Metro
Tasmania is required to provide a copy of the auditor’s report, along with the annual report, to the
Minister (Metro Tasmania Act 1997, s. 11).
a Section 16 of the Electricity Companies Act 1997 and s. 7 of the Port Companies Act 1997. For port GTEs,
the section specifies that the person who was auditor of the former board (prior to corporatisation) will remain
so until the members of the company select a new auditor. The Auditor-General performed this role for each
monitored port GTE prior to their corporatisation.416 FINANCIAL
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Table B.34 Accountability and auditing — Australian Capital Territory, 2003
Reporting
The Board of ACTEW Corporation is required to prepare an annual report of the Corporation’s
operations after the end of each financial year (TOC Act, s. 22).
The ACTION Authority must prepare an annual report (ACTION Authority Act, s. 34). ACT
Forests’ annual reports are included as part of the Department of Urban Services Annual Report.
Contents of reports
ACTEW Corporation’s annual report must contain a report on the operations of the group; any
information that has been requested by the voting shareholders; any accounts, reports and
financial statements that are required under the Corporations Act 2001 (Cth); a copy of the
Auditor-General’s report on the accounts; an assessment, by the board, of the corporation’s
performance; and any particulars relating to compliance with ministerial directions given during
the year (TOC Act, s. 22(2)).
The statement of corporate intent for ACTEW Corporation must contain information on its
commercial objectives, its main undertakings, the nature and scope of its activities, its business
and corporate strategies, performance targets and measurements by which it expects to be
judged, and any other information that the shareholder Ministers have requested to be included
(TOC Act, s. 20(1)).
ACTION Authority’s annual report is required to comply with the provisions of s.8 of the Annual
Report (Government Agencies) Act 1995 and the associated Chief Minister’s Annual Report
Directions 2001 (No 1). These requirements follow the requirement of the Corporations Act 2001
(Cth). In addition to these requirements, the report must contain a copy of any ministerial
directions and a statement by ACTION about any actions undertaken during the period to give
affect to any issued directions (ACTION Authority Act, s.34).
Information provision
ACTEW Corporation is required, upon request of the responsible ministers, to provide the
Ministers with any information they may require (TOC Act, s. 15).
The ACTION Authority is required to give to the Treasurer any reports that the Treasurer requires
(ACTION Authority Act, s. 29). The Board is also required to notify the responsible minister of any
significant event that has affected, or is likely to affect, the value or performance of the authority,
a significant part of its assets or the discharge of a significant activity of the authority (s.24).
Auditing
The Auditor-General must be appointed as auditor of ACTEW Corporation (TOC Act, s. 18).
Note TOC Act (Territory Owned Corporations Act 1990), Action Authority Act (ACTION Authority Act 2001).CORPORATISATION
FRAMEWORK
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Table B.35 Accountability and auditing — Northern Territory, 2003
Reporting
The Power and Water Corporation must prepare an annual report on its operations (including
subsidiaries) during each financial year. The Power and Water Corporation must forward the
annual report to the shareholding minister as soon as practicable after the Auditor-General
provides a report on its financial statements within three months after the end of each financial
year or within another period that is specified by the shareholding minister. The shareholding
minister must table a copy of the annual report in Parliament within six sitting days after receiving
it (GOC Act, s. 44).
The Power and Water Corporation must, within three months after the end of the financial year,
give to the shareholding minister and the portfolio minister a report on its performance in relation
to its statement of corporate intent (SCI). If this report is not included in its annual report, the
shareholding minister must table it in Parliament within six sitting days of receiving it. Before it is
tabled, the shareholding minister may delete from the report any information that is commercially
sensitive (GOC Act, s. 41).
The Darwin Port Corporation is required to prepare a report to the Minister on the administration
of the DPC Act and its operations as soon as practicable after 30 June each year. The report is
to be presented to Parliament within three days after being received by the Minister (DPC Act,
s. 19).
The CEO of the Darwin Port Corporation is also required to present a report to the appropriate
minister on its operations within three months of the end of the financial year or another period
determined by the Treasurer. The appropriate minister must table the report in Parliament within
six sitting days after receiving it (PSEM Act, s. 28).
Contents of reports
The annual report for Power and Water Corporation is required to include: financial statements
that comply with the requirements of the Corporations Act 2001 (Cth); the Auditor-General’s
report on Power and Water Corporation’s financial statements; and all information required by
the shareholding Minister to enable an informed assessment of the operations of Power and
Water Corporation and its subsidiaries (GOC Act, s. 44).
The SCI for the Power and Water Corporation must specify for the current and next two financial
years its objectives; the nature and scope of the activities; the material risks it faces; strategies to
minimise the material risks faced; strategies to improve the financial performance; the capital
investment plans that have been approved by the shareholding minister; the financial targets and
other measures by which performance may be judged; the accounting policies to be applied; and
any other matters that may be agreed on by the shareholding minister and the board (GOC Act,
s. 40).
In reporting against its SCI in its annual report, or separately, the Power and Water Corporation
must identify any significant departures from the SCI for the financial year to which it relates and
set out the reasons for each of the departures (GOC Act, s. 41).
The report by the Darwin Port Corporation’s CEO to the appropriate minister must include
information about: its functions and objectives; the legislation it administers; its organisation,
including the number of employees and any variation in the number of employees since the last
report; its operations, initiatives and achievements; its financial planning and performance; equal
opportunity management programs and other initiatives designed to ensure that employees have
equal employment opportunities; management training and staff development programs; and
occupational health and safety programs (PSEM Act, s. 28).
Information provision
The board of the Power and Water Corporation must provide to the shareholding minister
information or portfolio minister any information relating to its affairs or any subsidiaries that is
requested by them (GOC Act, s. 47).
Note GOC Act (Government Owned Corporations Act); DPC Act (Darwin Port Corporation Act); PSEM Act






Power and Water Corporation’s financial statements are audited by the Auditor-General (GOC
Act, s. 43). The Auditor-General may also be requested by the shareholding minister to conduct
‘special audits’ (covering inspection, investigation, examination or review of accounts,
performance or systems) (GOC Act, s. 46).
Darwin Port Corporation’s financial statements are audited by the Auditor-General (FM Act,
s. 10). The Auditor-General may also conduct ‘special’ audits or audit performance management
systems (Audit Act, s. 14, s. 15).
Note GOC Act (Government Owned Corporations Act), DPC Act (Darwin Port Corporation Act). FM  Act
(Financial Management Act). Audit Act (Audit Act).CORPORATISATION
FRAMEWORK
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Table B.36 Accountability and auditing — Commonwealth, 2003
Reporting
All Government Business Enterprises (GBEs) must prepare an annual report (or the annual
general meeting documents) on its operations (including subsidiaries) during each financial year
(Commonwealth Authorities and Companies Act 1997, s. 9). The annual report must be handed
to the responsible minister by the 15 November each year, unless the minister grants an
extension. For GBEs subject to the Corporations Act 2001, the annual report, or annual general
meeting (AGM) documents, must be handed to the responsible minister at least 14 days prior to
the AGM (s.36).a 
The annual report and any AGM documents must be tabled in parliament by the Minister as soon
as is practicable (Commonwealth Authorities and Companies Act 1997, ss. 9(3), 36(4)). Where a
GBE is a statutory authority, the annual report must be prepared in accordance with the orders of
the Finance Minister. If a GBE is a company (Telstra, Snowy Hydro), the annual report is
prepared in accordance with the Corporations Act 2001.
The Finance Minister may require a particular Commonwealth GTE to provide an interim report to
the responsible Minister, covering the first three, six or nine months of the year (Commonwealth
Authorities and Companies Act 1997, s. 13).
Contents of reports
Corporate plans of Commonwealth GTEs are to include details on:
•   the objectives of the GTE (including its broad mandate and those functions which may
require its retention as a Government owned organisation);
•   assumptions about the business environment in which the GTE operates;
•   the business strategies of the GTE;
•   the investment and finance programs of the GTE – including risk management and proposed
borrowing strategies;
•   financial targets and projections for the GBE — prepared in the same format as the annual
and interim financial reports, as required by the Finance Minister;
•   the dividend policy of the GTE;
•   the non-financial performance measures of the GTE;
•   community service obligations of the GTE;
•   review of performance against previous corporate plans and targets
•   price and quality control strategies for goods and services supplied by the GTE in a
monopolistic market.
•   Human resource and workplace relation strategies (Commonwealth Authorities and
Companies Act 1997, s. 17(6)).
The statement of corporate intent should normally contain non-commercial in confidence
information on the corporate vision, mission statement, objectives, code of ethics, statement of
accountability and broad expectations on financial and non-financial performance.
The contents of the annual report for a Commonwealth GTE are stipulated in schedule 1 of the
CAC Act. The report must include a report of the operations of the GTE, its financial statements






Generally, the board of a GTE must keep the responsible ministers informed of the operations of
the GTE and its subsidiaries (Commonwealth Authorities and Companies Act 1997, s. 16). The
Governance Arrangements for Commonwealth Business Enterprises stipulate:
The directors of wholly owned GTEs should follow a disclosure principle which is similar to the
continuous disclosure requirements of the ASX listing rules: once a GTE comes aware of any
information that may have a material effect on its value, that information must be immediately
provided to the Shareholder Ministers.
Specifically, the board of a Commonwealth GTE must inform the responsible minister if the GTE
proposes to form a company (or participate in the formation of a company); participate in a
significant joint venture or partnership; acquire or dispose of a significant shareholding in a
company; acquire or dispose of a significant business; commence or cease a significant
business activity; or make a significant change in the nature or extent of a partnership or joint
venture (Commonwealth Authorities and Companies Act 1997, s. 15).
Auditing
The Auditor-General is to be the auditor of each Commonwealth GTE (Commonwealth
Authorities and Companies Act 1997, s. 8). The Auditor-General also has responsibility for
auditing the financial statements of subsidiaries (s. 12).
a AGM documents refers to those documents that are stipulated in the Corporations Act 2001 to be presented
at the annual general meeting.STATEMENTS OF
CORPORATE INTENT
421
C Statements of corporate intent
Information on the objectives and performance indicators set out in statements of
corporate intent are summarised in this appendix for selected government trading
enterprises (GTEs).1 Where possible, two GTEs from each industry sector
(electricity, water, urban transport, rail, ports and forestry) were selected in each
jurisdiction. Where there were more than two GTEs, those with different business
activities, location or customers were chosen. For example, where possible a rural
bulk-water carrier and a metropolitan provider were chosen from water GTEs in
each jurisdiction.
Judgement was required in identifying objectives because they are expressed in
many forms in statements of corporate intent. As far as possible, the identified
objectives were reported verbatim and in the same order in which they appear in
statements of corporate intent.
The objectives presented in statements of corporate intent may not be exhaustive,
especially where GTEs are subject to operating licences, such as for water and
electricity businesses. In general, licences are quasi-regulation of service standards
to protect the environment and public health.
The relationship between the statement of corporate intent and operating licence is
often unclear. In some cases, objectives and performance indicators from statements
of corporate intent may be licence standards.2 In other cases, objectives and
performance indicators may be over-and-above minimum standards set in licences.
Objectives were grouped into six broad categories — financial; efficiency and
productivity; service quality; trade; workplace; community and environmental.3
The matching of objectives with performance indicators is subjective in many cases.
Objectives and performance indicators are often presented in separate parts of the
statement of corporate intent and there is no clear indication of how they are
matched. In some cases, they may be relevant to more than one category of
objectives.
                                             
1 Information is from the latest publicly available statement as at May 2003.
2 A common objective in statements of corporate intent is to comply with the operating licence.
3 Trade is relevant to port GTEs. It refers to information on developing trade, including prices.422 FINANCIAL
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Table C.1 Statement of corporate intent objectives and performance
indicators — Bunbury Port Authority, Western Australia,
2001-02
Objective Performance indicator Target
Trade
To contribute to the economic growth and
development of the South West region of WA
by facilitating trade in a commercial and
efficient mannera
Berth utilisation (per cent)
Total throughput per berth (tonnes)
Average cargo tonnes per total vessel
hour
Average ship turn-a-round time (hours)
Average ship delay time (hours)








Ensure the provision of efficient port services
to meet port user needs
To establish partnerships and alliances in
response to customer needs
Customer satisfaction (per cent) Yes
Community
To ensure that government and community
expectations are considered in port planning
and development
To promote, plan and develop the port in an
environmentally responsible manner for the
benefit of the region, industry and customers
–
Financial
To be financially self-sufficient and viable on
a commercial basis
To earn an acceptable rate of return while
keeping port costs to customers at a
minimum
Gross cargo revenue per cargo tonne
Gross ship revenue per ship
Aggregated operating cost per cargo
tonne
Rate of returnb
Net profits before tax








Provide training and development for
employees to enhance productivity and
efficiency
Encourage, through contract negotiations, the
implementation by service providers of cost
efficient services.
–
a This is the Authority’s overall mission. b  After maintenance dredging. –  No performance indicator could
clearly be grouped under this category of objective.STATEMENTS OF
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Table C.2 Statement of corporate intent objectives and performance
indicators — Fremantle Port Authority, Western Australia,
2002-03
Objective Performance indicator Target
Trade
Add value for our customers and
stakeholders by facilitating trade in a
commercial and efficient manner while
fulfilling our social and environmental
responsibilitiesa
We will work with customers to facilitate trade
opportunities
Port trade (million mass tonnes)
Container trade (twenty foot equivalent
units)
Market shareb






To ensure that port services and facilities are
reliable and competitive and meet customer
needs
To continue to improve our capabilities to
provide value for our customers and provide
long-term business sustainability
Real price index (relative to 1993-04)d
Controllable delays (average number of
hours per vessel)e
Bulk cargo processed (gross tonnes per
hour)f
Crane rates (containers per net crane
hour)
Customer satisfaction with Fremantle
Ports’ services (per cent)








– Rate of return on assetsh
Profit after tax and abnormal items
Total revenue
Total expenditure
Operating profit before income tax
Income tax expense










a This is the overall mission of the Authority. b Containers through Fremantle as a share of Australian capital
city ports (excluding Hobart). Includes empty containers. c  Includes commercial, non-trading, fishing and
foreign naval support vessels (but excludes war vessels). d  Weighted average price index deflated by
consumer price index. e Defined as delays that could be avoided under normal circumstances. These may
include delays due to the unavailability of labour or services, not including adverse weather conditions, berths
or channels being occupied by other vessels, anchoring on request, and waiting for cargo to arrive. There are
target levels for the inner and outer harbours. f Cargo processed per bulk vessel divided by the total time the
vessel is at berth. g The performance targets are from the budget forecast for 2002-03. h Using deprival
valuation methodology. – No objective could clearly be grouped under this category.424 FINANCIAL
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Table C.3 Statement of corporate intent objectives and performance
indicators — Dampier Port Authority, Western Australia,
2001-02
Objective Performance indicator Target
Trade
Facilitate trade through the Port of Dampier
in a commercial manner by ensuring that the
port operates safely, efficiently and
economicallya
Total trade through port (million tonnes)






Ensure the Port of Dampier operates safely
and efficiently
Number of significant safety incidents
Ship visits per employee







Ensure port infrastructure and services are
available for port users
–
Financial




a This is the overriding objective and is the role of the Authority. b Revenue divided by costs before tax. – No
performance indicator could clearly be grouped under this category of objective.STATEMENTS OF
CORPORATE INTENT
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Table C.4 Statement of corporate intent objectives and performance
indicators — Water Corporation, Western Australia, 2002-03
Objectivea Performance indicator Target
Financial
Be profitable and maximise long term value Return on fixed assets (per cent)
Return on assets (per cent)
Debt to equity ratio (per cent)
Return on equity (per cent)







Be a market driven organisation that delivers
value to customers
Secure resources required to deliver
business outcomes
Customer perception of responsibilities
and reliability (per cent)
Customer satisfaction (per cent)





Manage assets efficiently and effectively and
comply with legislation
Total cost per property
Operating cost per property





Maximise the support of stakeholders for
business direction




Develop a high performance culture Number of significant incidents
Performance management (per cent)
Yes
Yes
a These objectives are the Corporation’s general objectives. Related sub-objectives are not reported in this
table. – No performance indicator could clearly be grouped under this category of objective.426 FINANCIAL
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Table C.5 Statement of corporate intent objectives and performance
indicators — Western Power, Western Australia, 2002-03
Objectivea Performance indicator Targetb
Service quality
Western Power will be the leader in the
delivery of energy products and services in
Western Australia, thriving in a changing
market and vigorously pursuing new business
opportunitiesc
Our reputation will be built by providing the
best products and service in our market
We will compete vigorously and with integrity
to be the market leader
To retain customers and grow new business
opportunities we must be the lowest cost
producer
Average customer satisfaction value (out
of five)
Outage duration (minutes)e
Customer average interruption duration
indexf







Achieve an accident free workplace
We will help Western Power people develop
in order to meet the challenges of new and
changing roles
We will recognise and reward people
according to their contribution to the business
Lost time injury frequencyh Yes
Community
Our facilities will be constructed, maintained
and operated to ensure public safety
Jointly manage issues under our control that
will have an impact on the lifestyle of Western
Australians
We will achieve environmental excellence
through community consultation, meeting or
exceeding environmental standards and
promoting the efficient use of energy and
renewable energy
Public environmental reputation
acceptance rating (per cent)




Look for new ways to improve our
performance and only do those things that
ensure our business is a success
–
a Objectives reported in this table are called ‘values’ in the statement of corporate intent. b Performance levels
for previous years are not presented. c This is Western Power’s overall mission. d Targets are set for Perth
CBD, Metro, South West Interconnected System, Regional and Pilbara. e  Total duration of interruptions
divided by customers per annum. f Average duration of incident for customers who experience an outage.
g Average number of interruptions that customers experience in a year. h Lost time injury per million hours
worked.  i  Kilograms of carbon dioxide equivalent divided by kWh of electricity sold. –  No performance
indicator could clearly be grouped under this category of objective.




Objectivea Performance indicator Targetb
Financial
We recognise that creating value in the
business is critical.
Customers and our people are entitled to
share in this value creation
We aim to balance these demands while
adding to our financial strength in such a way
at to provide an increasing return to our
shareholders and to support continued
growth
Return on assetsj







a Objectives reported in this table are called ‘values’ in the statement of corporate intent. b Performance levels
for previous years are not presented. j Earnings before interest, tax, depreciation and amortisation divided by




Table C.6 Statement of corporate intent objectives and performance
indicators — Sunwater, Queensland, 2001-02
Objective Performance indicator Target
Financial
To improve financial performance while
maximising the long-term value of the
business and to meet community and
environmental responsibilities
Accounting rate of return on total assets
Cash flow from operating activities
Net cash flow
Operating sales margin





Average revenue per million litres
delivered
Average cost per million litres delivered














To deliver valued services to agreed
standards and maximise repeat business
To have Sunwater recognised in the
marketplace as a high quality service
provider
Compliance with regulation
Compliance with licence conditions
Unplanned interruptions to supplyb
Water delivered (million litres)
Workplace
To provide a safe, challenging and rewarding
workplace where people want to work
Total employment Noc
Efficiency and productivity
To implement and maintain effective
governance and efficient systems and
structures to deliver our business outcomes
Channel systems efficiency (per cent)
Operating, maintenance and
administration supply cost (per million
litres)
Total days lost






To meet community and environmental
responsibilities
–
a  Targets are for subsidiary and consolidated. b  Length of breakdown in days by number of customers
affected divided by 365. There is no target level specified, it will be based on the 2001-02 results.  c Depends
on the outcomes of a structural review and enterprise agreements. – No performance indicator could clearly
be grouped under this category of objective.STATEMENTS OF
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Table C.7 Statement of corporate intent objectives and performance
indicators — Tarong Energy, Queensland, 2001-02
Objective Performance indicator Target
Financial
Adding shareholder value
Strategic repositioning for the business
Effectively managing electricity, coal and gas
risk exposures
Earnings before interest and tax
Net profit after tax
Operating cash flow
Return on total assetsa



















– Availability factor (per cent)i
Equivalent forced outage rate (per cent)j







– Lost time injury frequency ratiol
Lost time injury duration ratiom





– Number of environmental compliance
breaches
Total energy sent out (GWh)
Carbon intensityn
Renewable electricity production (GWh)







a Earnings before interest expense and tax divided by total average assets. b Earnings on operating assets
(earnings before interest expense and tax less investment income) divided by operating assets (average total
assets less average financial assets) multiplied by 100. c Operating profit including extraordinary items and
tax divided by total average equity. d Debt to debt plus equity. e Current assets divided by current liabilities.
f Earnings before interest expense and tax (but after abnormals) divided by interest expense. g Revenue from
operations divided by expenses from operations. h Profit from operations (operating revenue less operating
expenses) divided by operating assets. multiplied by 100. i Electricity available (MWh of capacity less MWh
capacity reduction) divided by capacity, multiplied by 100. j MWh out of service due to forced outage divided
by capacity. Forced outage is due to unplanned failure. k MWh out of service due to planned outage divided
by capacity. Planned outages are due to planned work that involves overhaul work. l Total number of lost time
injuries per annum divided by million hours worked. m Duration of lost time injuries divided by million hours
worked. n Kilograms of carbon divided by MWh of electricity sold. – No objective could clearly be grouped
under this category.430 FINANCIAL
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Table C.8 Statement of corporate intent objectives and performance
indicators — Enertrade, Queensland, 2001-02
Objective Performance indicatora Target
Efficiency and productivity





Managing price risk through effective trading
The ability to assess risks and capitalise on
market opportunities
Understanding and effectively managing the
market environment




Innovative in product development both in
terms of the financial derivative and project
development
Flexibility in product and service provision
–
Financial
Earnings before interest and taxb
Net profit after taxb
Current ratio












a  For the performance targets provided, there was no information on performance for previous years. In
addition, the performance indicators are from 2001-02 to 2005-06. However, no targets for 2002-03 to
2005-06 are presented — this information is classified as commercially sensitive. At the time the statement of
corporate intent was published, Enertrade was working to derive appropriate non-financial performance
targets. The Shareholding Ministers were to be notified once they were completed. b After including as income
drawdowns of the working capital funding facility. – No performance indicator could clearly be grouped under
this category of objective.STATEMENTS OF
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Table C.9 Statement of corporate intent objectives and performance
indicators — Energex, Queensland, 2001-02
Objective Performance indicator Target
Service quality
Maintaining a lock on south-east
Queensland by being a leading enterprise
and delighting our customers
ENERGEX will win customers loyalty
because of the value, quality and
performance of its network, products and
services
ENERGEX will be the most competitively
aggressive team in our market by developing
competency, customer focus and scalability




System average interruption duration
indexb
System average interruption factor
indexb
Improvement in reliability indices (per
cent)c









ENERGEX will attract, retain and develop
capable committed employees who are
proud champions of ENERGEX and who will
be committed to achieving our shared vision
and mission and act in accordance with our
values
Staff satisfaction index (per cent)
Culture Measure (per cent)
Lost time injury frequency ratio
Lost time injury severity ratio








Achieve acceptable returns to shareholders
ENERGEX will maximise shareholder value
and effectively manage business risks
Achieve profitable growth in our new
markets in realistic timeframes
Earnings before interest and tax






Cost to serve ($ per customer)
Global risk exposure limit ($ million)
Network operating cost ($ per GWh)










The ‘cost to serve’ our customers needs to
be market competitive
Increasing regulatory pressures will require
distributors to improve efficiency and service
performance
–
a There are no levels of performance for previous years. b There are individual target levels for Brisbane
CBD, urban and rural. c Target levels are for specific regions that are recognised as sensitive or potentially
sensitive areas due to the performance of the electricity supply network. There was no data for 2000-01.
d Performance levels for previous years were unavailable. e Targets are for the Energex group as a whole, for
Energex Ltd., for retail, Allgas and other entities. f Debt to debt plus equity. – No performance indicator could
clearly be grouped under this category of objective.
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Table C.9  (continued)
Objective Performance indicator Target
Community
ENERGEX will operate its business in a way
to create sustainable social, environmental
and economic value
Community regard
Number of legislation compliance
breaches
Number of minor infringement notices






g Targets were being researched or finalised. h Data is being collected.STATEMENTS OF
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Table C.10 Statement of corporate intent objectives and performance
indicators — Port of Brisbane Corporation, Queensland,
2001-02
Objective Performance indicatora Target
Trade
To facilitate trade growth in an
environmentally and socially responsible way,
while maximising shareholder return and
customer satisfaction through the provision of
quality commercial facilities and services and
employment of high-calibre peopleb
Total trade (million mass tonnes and
twenty foot equivalent units)
Port charges






Maintain a competitive position in the
marketplace
Economic profit improved on total business
Returns and synergies maximised from the
investment in Brisbane Airport Corporation
Limited
Adequate balance sheet capacity and liquidity
maintained to support future growth
Shareholder valued
Combined earnings before interest
expense, tax and extraordinary items
Debt to equity ratio
Current ratio
Interest cover
Rate of return on total assetse
Revenue gain from new commodities
and or market share
Improve the financial performance of
the Brisbane Multimodal Terminal














Be regarded in the business sector as a
leading corporate entity
Community awareness of the seaport Yesf
Workplace
Employ leading edge human resource
practices
Meet training needs within 12 monthsg






Long-term economic and environmental
sustainability planning in place
Commercial rate of return for all new
leases
a  The level of these indicators for previous years is not presented. b  This is the overall mission of the
Corporation. c The target is not to increase prices. However, it is noted that price reductions may be needed in
response to market conditions. d Above the weighted average cost of capital. e Earnings before interest and
tax divided by total assets. f Target is to increase. g Training needs are identified in an analysis. h Training
standards are from training evaluation forms. – No performance indicator could clearly be grouped under this
category of objective.434 FINANCIAL
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Table C.11 Statement of corporate intent objectives and performance
indicators — Queensland Rail, 2001-02 to 2003-04
Objective Performance indicator Target
Financial
QR will develop profitable businesses








Building on safety achievements and
enhancing government and community
perceptions
Derailmentsd








Fostering profitable customer loyalty
–
Efficiency and productivity
Improving productivity Locomotive productivityf
Wagon productivityg




a This is QR’s mission statement.   b   Earnings before interest expense and tax divided by average total
assets.  c Operating expense divided by operating revenue, multiplied by 100. d Derailments per million train
kilometres. e Number of signal passed at danger per million train kilometres. f Millions of net tonne kilometres
per locomotive. g Millions of net tonne kilometres per wagon. h Lost time injuries per millions of hours worked.
i To be developed. – No performance indicator could clearly be grouped under this category of objective.STATEMENTS OF
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Table C.12 Statement of corporate intent objectives and performance
indicators — Sydney Water Corporation, New South Wales,
2001-02
Objectivesa Performance indicator Target
Efficiency and productivity
Operate at least as efficiently as any
comparable businesses
Operating costs per property Yes
Financial
Maximise the net worth of the State’s
investment in the corporation
Operating profit before tax and capital
contributions
Income tax expense
Operating profit after tax and capital
contributions
Return on net operating assets
Interest cover
New borrowings















Exhibit a sense of social responsibility by
having regard to the interests of the
community in which it operates
Protect the environment by conducting
operations in compliance with the principles
of ecologically sustainable developmentb
Reduce per capita water consumption
(litres per capita per day)
Increase water recycling from sewage




Protect public health by supplying safe
drinking water to its customers and other
members of the public in compliance with the
requirements of any operating licence
–
a From the Sydney Water Act 1994. b As outlined in the Protection of the Environment Administration Act
1991 (s. 6). c Targets are for 2004-05 and for 2010-11. d Target is over the next 5 years and is a range.
– No performance indicator could clearly be grouped under this category of objective.436 FINANCIAL
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Table C.13 Statement of corporate intent objectives and performance
indicators — Hunter Water Corporation, New South Wales,
2001-02
Objective Performance indicator Target
Financial
To be commercially successful while
delivering value-for-money water,
wastewater and associated services in an
environmentally responsible mannera
To maximise the net worth of the State’s
investment in the Corporation
Operating profit before income tax
expenseb
Operating profit after income tax expense









To provide customers with services and
prices which are good value for money and
which sustain a competitive return on owners’
investment
Maintain and operate, at minimum cost,
assets which provide operating capability to
deliver services of specified quality, quantity
and reliability
To acquire, at minimum cost, new assets
required to provide essential improvements or
financially viable expansion of operating
capacity
Deliver to all customers a continuous,
adequate and wholesome supply of water
according to operating licence
To meet all requirements of its operating
licence
Efficiency and productivity




To exhibit a sense of social responsibility by
having regard to the interests of the
community in which it operates
To carry out all of its activities in an
environmentally responsible manner
To collect, transport, treat and dispose of the
community’s wastewater in a manner that is
cost effective and conforms to EPA and
operating licence conditions
Protect the environment by conducting its
operations in compliance with principles of
ecological sustainable developmentc
–
a This is the Corporation’s charter. b There are two target levels — with and without capital works. c In
accordance with the Protection of the Environment Administration Act 1991 (s. 6). – No performance indicator
could clearly be grouped under this category of objective.




Objective Performance indicator Target
Workplace
To develop and refine the company’s
structure and work practices so as to
maximise the achievement of its other
objectives
To pursue a program of skill enhancement
and training which is appropriate to the
corporations needs
To develop and maintain a safe and
challenging work environment which
encourages employees to achieve their
optimum potential
–
– No performance indicator could clearly be grouped under this category of objective.438 FINANCIAL
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Table C.14 Statement of corporate intent objectives and performance
indicators — EnergyAustralia, New South Wales, 2001-02
Objective Performance indicator Targeta
Service quality
Providing a safe and reliable network
Maintain the current levels of reliability
Meet customer’s demand for electricity
Compliance with OHS, public safety,
environment and licence conditions and
standards (per cent)
Manage the number of events (death or
injury) through inadvertent contact or
equipment failure to minimal levels
Average customer minutes without supply
Meet system maximum demand in
accordance with published supply
standards and service agreements
Maintain construction standards and

















a Targets are presented from 2001-02 to 2005-06. b Earnings before interest expense and tax divided by
average total assets. c Debt divided by debt plus equity. d Earnings before interest expense and tax divided
by interest expense. – No objective could clearly be grouped under this category.STATEMENTS OF
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Table C.15 Statement of corporate intent objectives and performance
indicators — TransGrid, New South Wales, 2001-02 to 2004-05
Objective Performance indicatora Target
Service quality
Provide a safe, reliable environmentally
effective and economic bulk electricity
network service to our customers and the
communityb
Developing, maintaining and operating
electricity transmission systems to the world’s
best practice
Reduction in controllable costs
System minutes not supplied due to
interruptionc
Circuit availabilityd







Improving the skills and practices of
organisational work teams to enhance safety,
productivity and job satisfaction
–
Management
Applying a total quality approach to technical
excellence, commercial rigour and
environmental sensitivity
Meeting standards set by ISO 14001 and
ISO 9001
Financial
Seeking commercial opportunities to grow the
organisation’s commercial activities by
leveraging off key competencies


















a Performance targets are given for 2001-02 to 2004-05. There were a number of other service quality
indicators under development at the time of publication. b This is the overall objective of the organisation.
c MWh not supplied multiplied by 60 divided by annual system maximum demand. Excludes interruptions due
to insufficient generation to meet system load; faults on distribution systems; outages arising due to faults
within the customer’s premises or equipment; outages to which the customer has agreed or compliance with
grid system operator or emergency service directions. d Sum of available hours for each circuit (multiplied by
100) divided by the total possible circuit hours available (8760 multiplied by number of circuits). e Subject to
retained earnings. f The only target is for 2002-03. g Earnings before interest expense and tax divided by
average total assets. h Debt to debt plus equity. i Earnings before interest expense and tax divided by interest
expense. – No performance indicator could clearly be grouped under this category of objective.440 FINANCIAL
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Table C.16 Statement of corporate intent objectives and performance
indicators — Sydney Ports Corporation, New South Wales,
2001-02
Objectivea Performance indicator Targetb
Efficiency and productivity
Operate at least as efficiently as any
comparable business
Financial
Maximise the net worth of the State’s
investment in the Corporation
Increase shareholder value
Debt level
Operating profit before income tax
Tax expense










Exhibit a sense of social responsibility by
having regard to the interests of the
community in which it operates and by
endeavouring to accommodate these when
able to do so.
Exhibit a sense of responsibility towards
regional development and decentralisation in
the way in which it operates
Ensure its port safety functions are carried
out properly
Conduct operations in compliance with
principles of ecological sustainable
developmentd
Comply with conditions of the Port
Operating Safety Licence (per cent)
Yes
Trade




Satisfy its customers and shareholders
–
Workplace
Act as a responsible employer, seeking
quality performance by staff
–
a Objectives are from the Ports Corporatisation and Waterways Management Act 1995 (s. 9) and the State
Owned Corporations Act 1989 (s.  20E).  Some of the objectives are over and above the legislative
requirements. b Performance targets are set for 2001-02 to 2004-05. c Income tax expense is income tax
deducted from operating profit. d In accordance with the Protection of the Environment Administration Act
1991 (s. 6). – No performance indicator could clearly be grouped under this category of objective.STATEMENTS OF
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Table C.17 Statement of corporate intent objectives and performance
indicators — Newcastle Port Corporation, New South Wales,
2001-02
Objective Performance indicator Targeta
Trade
Maximise profitable port throughput
–
Workplace
Provide a safe working environment for all
port users
Provide a workplace culture which at all
times displays fair practices and behaviours
Compliance with occupational health and
safety legislation
Financial
Improve shareholder value added
To reduce risk and exposure to a single
commodity by achieving a stable and diverse
revenue base
Improve overall asset performance
Provide a high value shareholder return
Improve total revenue
Improve non-coal revenue
Achieve an agreed overall rate of return
on assets
Achieve equal to or better than the TCorp
cash hourglass facility return on funds
invested
Limit exposure to debt interest rate risk
Operating profit before income tax
Tax expense









Improve the efficiency of the port
–
Service quality
Improve the quality of operations and service
delivery
Improve links with customers
Develop strategic alliances with partners
–
Community
Develop and implement a waste reduction
program in accordance with the Waste
Reduction and Purchasing Policy




Risk management strategy will be instigated
in accordance with good corporate
governance.
The corporation will continue to pursue
prudent management of all risks
–
a Performance targets are for 2001-02 to 2003-04. – No performance indicator could clearly be grouped under
this category of objective.442 FINANCIAL
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Table C.18 Statement of corporate intent objectives and performance
indicators — Hydro-Electric Corporation, Tasmania,
2001-02 to 2003-04
Objectivea Performance indicator Target
Community
Improving the quality of life in the community
and helping it growb
Sensitively harness renewable resources and
recoup good premiums for our green power





Profitably develop and operate hydro and
wind energy facilities in competitive markets
Profitably grow consulting revenues in
renewable energy, environmental and water
management
Be recognised as a respected, profitable
competitor in the national energy market
Shareholder value addedd
Profit after tax





Have customers who enthusiastically
promote Hydro Tasmania
Be world renowned for ideas and earn




Proactive positioning to market changes
Total generation assets availabilityf
Progress on improvement projects





Enhance people skills and address
organisational issues
Lost time incident frequency rateh
Communication benchmarki
Employee satisfaction (per cent)j





a Objectives are from the corporate overview, 2002 Annual Report, except for the workplace objective that is
from the statement of corporate intent. b This is the Corporation’s purpose. c Share of national renewable
energy market. d  Calculation to be agreed by the Department of Treasury and Finance. e Cash returns to our
shareholder from income tax equivalent, dividends and guarantee fees. f Average available productive time for
generating assets during the financial year. g  Including environmental, OH&S and Corporations Law.
h  Number of accidents per million hours worked. i  Annual rate of improvement in the communications




Table C.19 Statement of corporate intent objectives and performance
indicators — Yarra Valley Water, Victoria, 2002-03 and 2004-05
Objective Performance indicator Target
Community
Improve the community’s quality of life by














Improve customer satisfaction Water quality (per cent)d
Unplanned interruptions restored within
5 hours (per cent)






Improve occupational health and safety and
develop a high performing business culture
–
a This is the Corporation’s mission. b Debt to assets. c Earnings before interest expense and tax divided by
interest expense. d  E.Coli less than 1 org per 100ml and total Coliforms less than 20 orgs per 100ml




Table C.20 Statement of corporate intent objectives and performance
indicators — Melbourne Water Corporation, Victoria,
2002-03 and 2004-05
Objective Performance indicator Target
Service quality
Provide excellent customer service Improvement in product and service
delivery qualitya
Reliable supply of water (per cent)c
Aesthetically pleasing waterd






Operate a successful commercial business Free cash flowf
Debt to assets ratio
Interest coverg
Credit rating
Profit from new business opportunitiesh








Manage Melbourne’s water resources and
the environment in a sustainable manner
Maintain the trust and respect of the
community
Renewable energy (per cent)j
Sewage spills
Compliance with EPA licence
requirements at sewage treatments
(number of breaches)
Water harvesting points meeting
environmental flow requirements to
rivers (number of breaches with
catchment obligations)
Use of biosolids in sustainable
applications (per cent)k
Proportion of water recycled (per cent)l
Nitrogen discharge reduction (tonnes)m
Water conservation (per cent)n
Reduction in flood-prone propertieso
Stakeholder satisfaction (per cent)p
Level of community knowledge














a Weighted average degree of performance in regard to service delivery against contracted levels from the
survey. b To be developed. c Compliance with Bulk Water Supply Agreement (BWSA) pressure requirements.
d Number of breaches of compliance with BWSA water-colour and turbidity requirements. e Water samples at
wholesale or retail interface with no E.coli present. f Operating cash flows less capital cashflows before
interest expense, tax and dividend payments. g Earnings before interest expense and tax divided by interest
expense. h  Profit before tax. i Capital projects completed on time and within budget. j Total electricity use by
Melbourne Water from renewable sources. k Biosolids used beneficially from each sewage treatment plant.
l From total volume discharged from sewage treatment plant. m Annual nitrogen discharge savings through
constructing wetlands. n  Reduction in demand from retail water companies. o  Cumulative number of
additional properties no longer at risk of one-in-100-year flood. p Score from annual survey. q Community with
an understanding of priority water resource issues.




Objective Performance indicator Target
Workplace




r Number of days lost through injuries to employees and contractors. s Staff ceasing employment per year.
– No objective could clearly be grouped under this category.446 FINANCIAL
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Table C.21 Statement of corporate intent objectives and performance
indicators — Melbourne Port Corporation, Victoria,
2002-03 to 2004-05
Objective Performance indicator Target
Community
Be recognised and valued by the State
Government, our local government
neighbours and the wider community as a
key public asset on which the State’s
economic viability depends
A sustainable port is one which is
economically successful and achieves this in
a socially and environmentally responsible
manner by taking a holistic and integrated
approach to port management
Operating profit after tax






Delivering services that meet or exceed our
customers’ expectations
Providing and facilitating opportunities to
develop and expand our customers'
businesses and maintain a state-wide
perspective with a continued emphasis on
supporting regional export industries
Customer satisfaction with services,
information, advice and advocacyb
Customer service standardsc
Customer and stakeholder perception of





Work with others to improve the efficiency
and reliability of the logistics chain
Build on the current strengths of the port by
facilitating improved land and sea access
Land area in commercial use (per cent)





Developing a strong policy and planning
framework to provide stability and confidence
for port customers and stakeholders
The Corporation's policies and plans are
developed in a consultative and collaborative
manner and their effectiveness is measured
against external standards and benchmarks.
Level of new private sector investment in
the port
Customer and stakeholder satisfaction
with port policies and plansb
Yese
Yes
a Performance targets provided including and excluding unrealised capital gains. b Percent improvement over
3  years measured by survey methods. c  Service levels agreed in Customer Service Agreements.
d Performance targets to be developed during 2002-03. e The performance target for 2003-04 and 2004-05
are to be advised.




Objective Performance indicator Target
Trade
Consolidate and grow business activity
associated with the Port of Melbourne and
ensure that customers choose to use the
Port of Melbourne as part of their successful
logistics chain
In undertaking this role the Corporation aims
to provide viable business opportunities and
to support and facilitate business growth
consistent with the optimum trade profile for
the port and the broader industry
development objectives for the State of
Victoria.
Price changesf
Movement of international freight by rail
(per cent increase)
Contribution to the economic growth of
Victoriag







Ensure that our people are encouraged and
assisted to develop the skills and capabilities
essential for flexibility, innovation,
sustainable business practices and customer
service.
Employee perception of the corporation as
an employeri
Employee retention (per cent)
Yes
Yes
f  Per cent difference from consumer price index. Price changes are for wharfage fees and berth hire
(containers, general and dry bulk facilities, and liquid bulk facilities). g  Performance targets are set for
operational impact, efficiency impact and gross impact (sum of operational and efficiency impacts).
h Performance targets are to be developed during 2002-03. i Rating on a scale of 1 to 10.REFERENCES 449
References
ABARE (Australian Bureau of Resource and Agricultural Economics) 2000,
Australian Wood Markets In 2010, Canberra, April.
—— 2002, Current Issues — Rising domestic plantation wood supplies, Canberra,
August.
ABS (Australian Bureau of Statistics) 2000, Government Financial Statistics,
Cat. no. 5512.0, ABS, Canberra.
—— 2001, Building Activity, Australia, Cat. no. 8752.0, ABS, Canberra.
—— 2002a,  Business Operations and Industry Performance, Australia,
Cat. no. 8140.0, ABS, Canberra.
—— 2002b, Government Financial Statistics, Cat. no. 5512.0, ABS, Canberra.
—— 2003a,  Australian National Accounts: National Income, Expenditure and
Product, Cat. No. 5206.0, ABS, Canberra.ACTEW 2002, ACTEW Corporation
annual report 2001-02.
—— 2003b, Consumer Index, Australia, Cat. no. 6401.0, ABS, Canberra.
—— 2003c,  International Merchandise Trade,  Australia, Cat. no. 5422.0, ABS,
Canberra.
ANU (Australian National University) 1999, Woodchip markets and prices; Market
Report 8, http://www.anu.edu.au/Forestry/info/marketreport/report8.pdf,
(accessed 11 June 2003), Department of Forestry, ANU Canberra, June 1999.
AONSW (Audit Office of NSW) 1997, Corporate Governance, Volume One: In
Principle, AONSW, Sydney.
ATO (Australian Taxation Office) 2001, Manual for the National Tax Equivalent
Regime, ATO, Canberra.
BCC (Brisbane City Council) 2002, Annual report 2001-02.
Brown 1998, Hansard, SA Parliament, House of Assembly, TransAdelaide
(Corporate Structure) Bill, 8 December.




CCNCO (Commonwealth Competitive Neutrality Complaints Office) 2001,
Competitive Neutrality in Forestry, CCNCO Research Paper, Productivity
Commission, May.
COAG (Council of Australian Governments) 2002, Toward a Truly National and
Efficient Energy Market, COAG, Canberra, December.
Coulter 1998, Hansard, NT Parliament, Legislative Assembly. Darwin Port
Authority Amendment Bill, Second reading, 19 August.
Cradle Coast Water 2002, Annual report 2001-02.
De  Domenico  1995, Hansard, ACT Parliament, Legislative Assembly, Electricity
and Water (Corporatisation) (Consequential Provisions) Bill 1995, 1 June.
De  Lacy 1993, Hansard, Queensland Parliament, Legislative Assembly,
Government Owned Corporations Bill, Second Reading, 12 May.
DFA (Department of Finance and Administration) 1997, Governance Arrangements
for Commonwealth Government Business Enterprises,
Doyle and Möller 1999, ‘Government Owned Enterprises — Duties and Liabilities
of Directors’ in Collier and Pitkin (eds), Corporatisation and Privatisation in
Australia, CCH Australia, Sydney, pp. 313–350.
DPA (Dampier Port Authority) 2002, Annual Report 2001-02.
DPI Forestry 2002, Year Book 2001-02.
DTF (Department of Treasury and Finance (Victoria)) 2002, Victorian Government
Policy: Revaluation of Non-Current Physical Assets, DTF, May.
DTF(Tas) (Department of Treasury and Finance (Tasmania) 1998a, Corporate
Governance Handbook for Government Business Enterprises, DTF(Tas),
December.
—— 1998b, Corporatisation Principles for Local Government Business Activities,
DTF(Tas), December.
Edwardes 1999, Hansard, WA Parliament, Legislative Assembly, Forest  Products
Bill 1999, Second reading, 25 November.
Enertrade 2002, Annual report 2001-02.
ERTF (Electricity Reform Task Force) 2002, Electricity Reform in Western
Australia ‘A Framework for the Future’, October 2002
Fahey 1996,  Hansard, Commonwealth Parliament, House of Representatives,
Commonwealth Authorities and Companies Bill, Second Reading Speech,
12 December.REFERENCES 451
Finn, P. 1993, ‘Public Trust and Public Accountability’, Australian Quarterly,
vol. 65 (Winter), pp. 52–61.
GCCC (Gold Coast City Council) 2002, Annual report 2001-02.
GPOC (Government Prices Oversight Commission) 2000, Investigation of Metro
Pricing Policies, Final report, GPOC, June.
—— 2001, Investigation Into Bulk Water Pricing Policies Final Report, GPOC,
July.
Greiner 1989, cited in Laffin, M. and Painter, M. (eds) Reform and Reversal:
Lessons from the Coalition Government in New South Wales 1988-1995,
McMillan, Melbourne.
GSE (Great Southern Energy) 2001, Electricity Market,
http://www.gsenergy.com.au/20_business/24_energy_market.htm,
(accessed 11 April 2001).
Hamill, D., 2001, ‘Corporate Governance, Building Trust and Credibility’, Paper
presented at the Institute of Public Administration Australia (Queensland
Division) Annual State Conference, Brisbane, August.
Hunter Water 2002, Annual report 2001-02.
IAC (Industries Assistance Commission) 1989, Government (Non-tax) Charges,
Volume 1: Report, Report No. 422, 29 September.
IC (Industry Commission) 1994, Urban Transport, Report No. 37, AGPS,
Melbourne.
—— 1993, Port Authority Services and Activities, Report No. 31, AGPS, Canberra.
IPART (Independent Pricing and Regulation Tribunal) 1998, The Rate of Return for
Electricity Distribution Networks, Discussion Paper, IPART, Sydney,
November.
—— 1999a, Pricing for electricity networks and retail supply, Report: Volume 1,
IPART, Sydney, June.
—— 1999b,  Aspects of the NSW Rail Access Regime, Final Report, IPART,
Sydney, April.
Jolly, R. 2001. Government Owned Corporations: Public Ownership,
Accountability and the Courts, http://law.anu.edu.au/aial/Forum24.pdf (accessed
February 12, 2002).
Marsden, J. 1998, Reforming Public Enterprises: Case studies – Australia, Public
Management Service, OECD.
Martin 2001, Hansard, NT Parliament, Legislative Assembly, Government Owned
Corporations Bill 2001, Second reading, 24 October.452 FINANCIAL
PERFORMANCE
MONITORING
Morton 1999, ‘Economic Reform of GBEs’, in Collier, B. and Pitkin, S. (eds),
Corporatisation and Privatisation in Australia, CCH Australia Limited, Sydney,
pp. 51–78.
MPC (Melbourne Port Corporation) 2002, Annual report 2001-02.
Mulgan 2002, Accountability Issues in the New Model of Governance,
http://www.anu.edu.au/pubpol/Discussion%20Papers/No91Mulgan.pdf,
(accessed March 18, 2003).
Muncey 2001, ‘Unresolvable tensions? - The uncertain future of Government
Business Enterprises’, Paper presented at Governance and Justice 2001
Conference, Key Centre for Ethics, Law, Justice and Governance, Griffith
University, July, Brisbane.
NEMMCO 2003, Average Daily Prices — Historical Files,
http://www.nemmco.com.au/data/tables.htm, (accessed March 5, 2003).
NCC (National Competition Council) 1998, Compendium of National Competition
Policy Agreements, NCC, Second edition, June.
—— 2001, 2001 Assessment of Governments’ Progress in Implementing National
Competition Policy and Related Reforms, NCC, June.
—— 2002, National Competition Policy Assessment Framework for Water Reform,
NCC, February.
NSW Treasury  2000, Electricity Tariff Equalisation Fund: Information Paper,
TRP 00-4, NSW Treasury, December 2000.
—— 2001,  A Risk Management Proposal for New South Wales’ Electricity
Businesses — Discussion Paper, p. 1, NSW Treasury, December 2001.
NSW Commission of Audit 1988, Focus on reform : Report on the State’s
Finances, Commission of Audit, Sydney.
OECD (Organisation for Economic Co-operation and Development) 2002,
Distributed Public Governance: Agencies, Authorities and Other Bodies, OECD,
Paris.
OGOC (Office of Government Owned Corporations (Queensland)) 1999,
Community Service Obligations: A Policy Framework, OGOC, March.
—— 2001a,  Audit and Reporting Requirements for Government Owned
Corporation Controlled Entities and Investments, OGOC, December.
—— 2001b, Code of Practice for the Building and Construction Industry, OGOC,
July.
Olsen 1994, Hansard, SA Parliament, House of Assembly, SA Water Corporation
Bill, Consideration in Committee, 24 November.REFERENCES 453
Omedei 1998, Hansard, WA Parliament, Legislative Assembly, Port Authorities
Bill, Second reading, 18 June.
ORG (Office of the Regulator-General)  2000, Victorian Ports Price Review:
Melbourne Ports Corporation and Victorian Channels Authority, ORG, May.
Painter, M. 1995, ‘Microeconomic Reform and the Public Sector’, in Laffin, M. and
Painter, M. (eds) Reform and Reversal: Lessons from the Coalition Government
in New South Wales 1988-1995, McMillan, Melbourne, pp. 91–109.
Peltzman, S. 1976, ‘Toward a more general theory of regulation’, The Journal of
Law and Economics, vol. 19, p.211-240.
Podger, A. 2002, The Australian Public Service: A Values-based Service,
http://www.apsc.gov.au/media/podger051002.htm (accessed March 24, 2003).
Productivity Commission 1998, Performance of Government Trading Enterprises,
1991-92 to 1996-97, Research Report, Ausinfo, Canberra, October.
Productivity Commission 2001, Financial performance of Government Trading
Enterprises 1995-96 to 1999-00, Performance Monitoring, Ausinfo, Canberra.
Productivity Commission 2002a, ‘Financial Performance of Government Trading
Enterprises 1996–1997 to 2000–01’, Performance Monitoring, AusInfo,
Canberra.
—— 2002b, Trends in economic infrastructure prices, 1990-91 to 2000-01,
Ausinfo, Canberra.
Putnam, R. 1993, The Prosperous Community, http://www.prospect.org/print-
friendly/print/V4/13/putnam-r.html (accessed March 24, 2003).
QR (Queensland Rail) 2002, Annual report 2001-02.
QCA (Queensland Competition Authority) 2001, Regulation of Electricity
Distribution Final Determination, QCA, May.
QT (Queensland Transport) 2002, Trade Statistics for Queensland Ports for the five
years ending 30 June 2002, QT, Brisbane.
Queensland Treasury 1997, Recording and Valuation of Non-Current Physical
Assets in the Queensland Public Sector, Queensland Treasury, Brisbane,
http://www.treasury.qld.gov.au/pdfdocs/phyasset.pdf , (accessed 10 May 2001)
Queensland Treasury 1994, Commercialisation of Government Service Functions in
Queensland: Policy Framework, Queensland Treasury, Brisbane, October.
RBA 2003, Capital Market Yields – Government Bonds,
http://ww.rba.gov.au/statisitics/bulletin/FO2hist.xls (accessed 4 April 2003).
Reynolds, A. and von Nessen, P. 1999, ‘The Government Owned Corporations and
State Owned Corporations Statutes, in Collier, B. and Pitkin, S. (eds),454 FINANCIAL
PERFORMANCE
MONITORING
Corporatisation and Privatisation in Australia, CCH Australia Limited, Sydney,
pp. 113–146.
SA Parliament 1993, Hansard, SA Parliament, House of Assembly, Public
Corporations Bill, Second reading, 1 April 1993, pp. 2865-2867.
SA Treasury (South Australian Department of Treasury and Finance) 2001,
Uniform Financial Information South Australia 2000-2001,
http://www.treasury.sa.gov.au/budg2k1, (accessed 10 May 2001).
—— 2002, Private Sector Participation in the Provision of Public Services, SA
Treasury, September.
SA Water 2002, Annual report 2001-02.
Sendt B. 2001, ‘Best Practice Standards for Public Sector Corporate Governance’,
Paper presented to Annual Company Secretaries’ Conference, 20 November,
Audit Office of NSW,
http://www.audit.nsw.gov.au/agspeech/CharteredSecretaries20.11.01.html,
(assessed March 27).
Simms, M. 1999, ‘Models of Political Accountability and Concepts of Australian
Government’,  Australian Journal of Public Administration, vol. 58(1),
pp. 34–38.
Smith, S. 2000, State Owned Corporations: A Review, NSW Parliament Briefing
Paper, November.
SRA (State Rail Authority) 2002, Annual report 2001-02.
Stockdale 1992, Hansard, Victorian Parliament, House of Assembly, State Owned
Enterprises Bill, Second reading, 10 November.
State Forests 2002, Annual report 2001-02.
Sunraysia 2002, Annual report 2001-02.
SRW (Southern Rural Water) 2002, Annual report 2001-02.
SWC (Sydney Water Corporation) 1999, Annual report 1998-99.
TransAdelaide 2002, Annual report 2001-02.
Uhr, J. 1993, ‘Redesigning Accountability: from Muddles to Maps’, Australian
Quarterly, vol. 65 (Winter), pp. 1–16.
Viscusi, W., Vernon, J. and Harrington, J. 1995, Economics of Regulation and
Antitrust, MIT Press, Cambridge.
VWIA (Victorian Water Industry Association) 2001, Urban Water Review 2000-01,
VWIA, Melbourne.
WAGRC 2001, Annual report 2000-01.REFERENCES 455
—— 2002, Annual report 2001-02.
Walker, B. and Walker, B. C. 2000, Privatisation: Sell off or sell out?, ABC Books,
Sydney.
WA Premier’s Office 2002, Ministerial Code of Conduct,
http://www.premier.wa.gov.au/accountability/MinisterialCodeofConduct.pdf
(accessed April 10, 2003).
WA Premier’s Office 2003, Western Australian Ministerial Code of Conduct,
(http://www.premier.wa.gov.au/accountability/MinisterialCodeofConduct.pdf
(accessed February 2003).
Water Corporation 2002, Annual report 2001-02.
WA Treasury 2000, Community service obligations policy in Western Australia,
April.ERRATUM
The following pages replace page  352 and  353 of the report. In the report,
revenue of around $15 million from Australia Post’s associates was overlooked.
The inclusion of this revenue increases the reported operating profit of
Australia Post by $15 million, to $407 million.AUSTRALIA POST Commonwealth
Australia Post was established in 1975 and corporatised in 1989 under the
Australian Postal Corporation Act 1989. Its principal activities are letter delivery,
parcel delivery, third party agency services (receiving bill payments for other
companies) and the sale of postal products and merchandise. Australia Post holds a
legislative monopoly for the processing and distribution of letters under 250 grams.
Pre-tax operating profit in 2001-02, was slightly ($5  million) higher than that
reported in 2000-01, due mainly to higher revenues from sales of goods and
services and interest revenues.
Debt levels have been stable since 1998-99 after an increase in the level of debt was
recorded in 1997-98. As a result, debt to equity and debt to total assets ratios have
declined since 1998-99. Increases in operating profit over recent years have also
resulted in a rise in interest cover.
Australia Post is subject to all taxes and pays dividends to the Commonwealth
Government. In 2001-02, almost $292  million was provided for or paid to the
government by way of dividends. This comprised of the payment of an interim
dividend of $83 million and a $90 million ‘special’ dividend in April 2002, with
further dividends of $119  million ($27  million as a ‘special’ dividend) being
provided for.
Australia Post is required to internally fund two non-commercial activities. It must
provide a letter service which reasonably meets community at a uniform price. In
addition, Australia Post must ensure that performance standards for the letter
service reasonably meet the social, industrial and commercial needs of the
Australian community.1 The uniform standard letter service remained unchanged at
45 cents during the reporting period.2
Since 1989, the Commonwealth Government has directed Australia Post to provide,
free of charge, pensioner mail redirection for the first month after a pensioner
changes address. Australia Post estimated that this Ministerial direction cost around
$4 million in 2001-02.
                                             
1  Australia Post receives no financial assistance from the Government to meet these CSOs. The
cost of CSOs was estimated by Australia Post to be $88  million for 2000-01 using the
avoidable cost methodology.
2 The price for this service increased to 50 cents in January 2003. AUSTRALIA POST (continued)
Performance indicators 1997-98 to 2001-02
Units 1997-98a 1998-99 1999-00b 2000-01 2001-02
Size
Total assets $m  2 736  2 854  3 037  3 199  3 229




$’000  335 200  373 000  391 900  402 100  407 200
Operating sales margin %   10.3   11.0   10.9   11.2   11.1
Cost recovery %   113.0   112.5   113.5   112.7   112.4
Return on assets %   13.4   14.2   14.4   14.0   13.6
Return on equity %   26.3   27.1   25.0   24.7   26.3
Financial management
Debt to equity %   52.2   54.7   47.8   47.5   46.5
Debt to total assets %   16.8   19.0   18.0   17.0   16.5
Total liabilities to equity %   218.9   194.3   173.8   186.6   183.3
Interest cover times   17.0   15.8   13.3   13.1   15.3
Current ratio %   90.6   87.9   93.8   100.2   108.8
Leverage ratio % 318.9 294.3 273.8 286.6 283.3
Payments to and from government
Dividends $’000 215 100 148 700 155 700 274 500 291 800
Dividend to equity ratio %   25.1   16.3   15.0   24.7   25.9
Dividend payout ratio %   95.6   60.0   60.0   100.0   98.2
Income tax expense $’000 110 200 125 200 132 400 127 600 110 200
CSO fundingc $ ’ 0 0 00000 0
a Net abnormal expenses of $41.2 million came from charges resulting from year 2000 software modification
costs, and charges resulting from a bond rate movement effect on employee entitlement provisions. b Net
abnormal expenses of $34  million incurred for year 2000 compliance and GST implementation costs.
c  Australia Post internally funds a standard letter service. This was estimated by Australia Post to cost
$92 million in 2000-01. A Commonwealth Government direction in 1989 to provide free mail redirection for
eligible pensioners, is also internally funded and was estimated by Australia Post to cost $4.3  million in
2000-01.